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*"...Since modernizing...a 
134% gain in deposits..."’ 


Says C. P. Stuart, chairman of the board, Fidelity National 
Bank & Trust Co., Oklahoma City: “Since the completion of 
our modernization program in 1957, our deposits have increased 
134 per cent; and we have a 40 per cent gain in number of 
depositors. Our new interior layout has helped considerably 
in improving our overall operating efficiency. In my opinion, 
Bank Building Corporation has made a significant contribution 
to the progress and growth of Fidelity National.” 


What does it take to design, build, and equip a bank that can 
win more than its share of new business and profits, year after 
year? You can get the answers by consulting with the 500-strong 
team that has built more banks than anyone else in the world... 
Bank Building. A single call or note to us puts at your disposal 
the experience gained from more than 3,600 financial projects. 


C. P. Stuart, 
chairman of the board 
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The numbering of accounts is not a new idea 
for banks. Like some other operational practices 
that have been in existence for years but not in 
general use, account numbering has been given 
impetus by the advent of MICR. More and more 
bankers are now asking, “Should I number my 
accounts? If so, how can I go about it?” Some ad- 
vice on these and other questions is offered by the 
NABAC Research Institute in a story that starts 
on page 14. Included are reports from two banks 
that are instituting account numbering systems. 
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THE EDITOR 


IF YOU HAVE DONE absolutely nothing thus far about 
this year’s Christmas shopping, then you’re with us. One 
charming woman of our acquaint- 
ance year after year advises us about 
August 1 that she has finished her 
shopping and completed the wrap- 
ping and addressing of the presents. 
This sort of performance fills us with 
puzzled wonderment, for we can 
never get into gear on this onerous 
task until very, very late. Whenever 
we manage to get a single present 
purchased prior to December 15, our 
feeling of virtue is indeed overwhelming. 

It’s not that the merchants are lax about reminding us 
of the task that lies ahead. We have gotten a large variety 
of brochures and catalogs in recent weeks, all of which 
we set aside in a drawer reserved for the purpose. By 
far the most spectacular catalog we’ve received thus far 
comes from Neiman-Marcus, the famed department store 
in Dallas, Texas. We have no idea how our name found 
its way on their mailing list, but we certainly hope N-M 
never passes us by when time comes for the annual 
Christmas mailing. 

If one pages through the book, it is possible to find a 
number of gift suggestions that would be practical for 
just about anyone’s purse. In addition, of course, there 
are the items that would be found nowhere but in the 
Neiman-Marcus catalog. 

Looking for a present to thrill the little woman? Then 
how about a “bathrobe of ermine” which is available for 
the modest sum of $6,975, “including federal tax.” The 
copywriter for this number wrote, “Cleopatra had noth- 
ing on the woman who steps into this after a perfumed 
bath.” Anyone who challenged that statement would be 
a boor—Scrooge-like too. 

Available, also, is a platinum and diamond necklace 
for $32,000. This price, too, includes federal tax. 

For the “bachelor’s dining room” or “a gourmet’s 
kitchen,” or for “the most sophisticated room divider of 
the century,” the catalog recommends “a whole wall of 
wine.” This is an arrangement of cubicles in which you 
can store a large variety of wines. The catalog notes you 
can spend up to $5,000 “for a whole wall fully stocked 
with wine, or as little as $10 plus the selection of your 
wines.” N-M won’t stock the dividers for you, but rec- 
ommends bottled goods for it. 

Finally, the present for the dog who has every- 
thing—a 14K yellow gold dog bone to hang on his 
collar. The one-inch bone costs $30, while the 
larger size, one-and-a-half inches, costs $45. Should 
many dogs receive this present, a wave of “dog- 
naping” would certainly follow. 


* K x 


The Russians say they have discovered a way of 
getting milk from a peanut. It takes a low stool, but 
can be done. 
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MR. BELL 


By HOWARD BELL 


IN THIS SPACE a month ago we noted that “The In- 
sider’s Newsletter,” a Cowles publication, obviously did 
not know the difference between banks and savings and 
loan associations. Since, we have seen a television show 
which should have done much to convince the viewers 
that there is no difference between a bank and a savings 
and loan. 

The hour-long “Dick Powell Show” presented a bank 
burglary thriller recently. The burglars spent a lot of 
time in the bank and made repeated references to it. They 
observed there was an especially large amount of money 
in the vault because it was a reserve bank. 

The word “bank” was used repeatedly throughout the 
show and then in the credits afterwards, the crowning 
indignity, thus: 

“Bank scenes filmed at Gibraltor Savings and 
Loan Association, Hollywood.” 


CONVICTION 
When a man has finally made up his mind there is 
nothing he cannot do, his fears leave him. 


* KK x 


WE DO A LOT OF READING about the state of the economy 
and there are many days we end up groggy and confused 
rather than enlightened, especially when the reading we 
have done quoted economists who hold opposite views 
and who manage to express them in a maner calculated 
to puzzle a layman. 

At the moment, our favorite economist is Dr. George 
Cline Smith. He has achieved this status because of a 
recent statement he made to the National Association 
of Business Economists. Referring to the belief in some 
circles that the fear of war is keeping some consumers 
from letting loose of their pursestrings Dr. Smith observed, 
“Consumers are going to have to get their heads out of 
the fallout shelter and act as though they think the econ- 
omy is going to last a while.” 

This is a pungent variation of the statement that 
Khrushchev can wreck our economy by bringing about a 
series of brink-of-war crises. 

* ok * 

WITH THE INCREASED LOBBY TRAFFIC that is part of the 

Christmas season, we hope you will find useful the coun- 


sel of S. Thos. Cox, president of the First National Bank 
of Altavista, Virginia. Mr. Cox wrote us recently that a 


‘simple innovation in his bank has reduced the problem 


of customer anxiety and tension resulting from long 
periods of waiting in teller lines. 

Mr. Cox placed a television set in the lobby where it 
was visible to every customer. A traffic pattern was 
evolved by experimenting to determine which hours of 
the day a majority of customers would be women and 
those in which most of the patrons would be men. The 
television programs throughout the day were gauged 
accordingly. Mr. Cox said the experiment was so success- 
ful that it became necessary many times to call customers 
to the window. 
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IBA Executive Council Election 
Produces Nine New Members 
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Alabama Mississippi 
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D. E. BRUMBAUGH 
Pennsylvania 


BRADFORD BRETT 
Missouri 





W. J. BRYAN 
Tennessee 
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Louisiana 











30 directors are retained on the board 


Nine new members will serve on The 
Independent Bankers Association’s 
Executive Council for the next three 
years as the result of an election con- 
ducted October 30 to November 15. 
Thirty incumbants were retained on 
the council. 

Some 3,920 of the IBA’s 5,936 
member banks participated in the 
election, which was carried on by 
mail. Named to the council was one 
banker from each of the 39 states in 
which the IBA has member banks. 
Independent bankers in nine Western 
states are represented by the IBA’s 
sister organization, the IBA of the 
Twelfth Federal Reserve District. 

The new directors are from the 
states of Florida, Illinois, Indiana, 
Minnesota, Montana, New Mexico, 
Oklahoma, Pennsylvania and Wyom- 


ing. 
Returned as Directors 


Technically speaking, the IBA’s 
Pennsylvania representative, D. Em- 
mert Brumbaugh, and the Oklahoma 
director, Hugh L. Harrell, are not 
“new” members of the council. Mr. 
Brumbaugh had served on the board 
in previous years both as his state’s 


A. T. DONHOWE 
Vermont Iowa 


S. M. DIMICK 


elected representative and as a past 
president, which automatically en- 
titles him to council membership un- 
der Association bylaws. Pennsylva- 
nia’s elected representative for the 
past three years has been Samuel F. 
Rockafellow, chief executive officer 
and board chairman of the Easton 
National Bank and Trust Company, 
Easton, who was not a candidate this 
time. Mr. Brumbaugh is president of 
The First National Bank of Clays- 
burg. 

Mr. Harrell, vice president of The 
First National Bank & Trust Compa- 
ny of Oklahoma City, Oklahoma, is 
also a former state director. He re- 
places C. M. Pregler, president, The 
First National Bank of Minco, Okla- 
homa, on the new board. 


Past Presidents 


Two past presidents who will re- 
main on the board but will relinquish 
their capacity as state directors are 
N. B. Matthews, president, Basin 
State Bank, Stanford, Montana, and 
Ben H. Ryan, president, State Bank 
of East Moline, Illinois. 

Two directors who were re-elected 
are national IBA officers. They are 




















MARTHA GUY 
North Carolina 


R. J. Castille, IBA first vice president 
and president, Guaranty Bank and 
Trust Company of Lafayette, Louisi- 
ana, and Bradford Brett, IBA second 
vice president and president, The 
First National Bank of Mexico, Mis- 
souri. 

The entire slate of directors will 
take office January 1, 1962. 

The nine new council members pro- 
duced in the IBA’s triennial election 
are as follows: 


ROBERT L. 
FERRIL 
Wyoming 


RUSSELL HANSON 
Minnesota 


oO. D. HANSEN 
South Dakota 


FLORIDA—Eric J. Folmar, presi- 
dent, The Bank of Bonifay, Bonifay. 

ILLINOIS—L. Shirley Tark, chair- 
man of the executive committee, Main 
State Bank, Chicago. 

INDIANA—Felix T. McWhirter, 
president, Peoples Bank & Trust 
Company, Indianapolis. 

MINNESOT A—Russell Hanson, 
vice president, Swift County Bank, 
Benson. 


MONT ANA—O. M. Jorgenson, 





A MOUNTAIN OF BALLOTS to tabulate faced members of The 
Independent Bankers Association’s headquarters staff in Sauk 
Centre, Minnesota, during the peak of the IBA’s recent Execu- 
tive Council election. From left are Evelyne Collins, Jane Ath- 
mann and Eva Sieben. 
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FRANK S. 


ERIC J. FOLMAR 
FLOWERS Florida 
New Jersey 





CHARLES W. 


HUGH L. 
HARRELL HAWKINS 
Oklahoma New York 


board chairman, Security Trust & 
Savings Bank, Billings. 

NEW MEXICO—T. A. Bonnell, 
president, Otero County State Bank, 
Alamogordo. 

OKLAHOM A—Hugh L. Harrell, 
vice president, The First National 
Bank & Trust Company, Oklahoma 
City. 

PENNSYLV ANIA—D. Emmert 
Brumbaugh, president, The First Na- 
tional Bank, Claysburg. 

WYOMING—Robert L. Ferril, 
cashier, Wyoming Bank & Trust Com- 
pany, Buffalo. 


Members Retained 


Returned to office were the follow- 
ing: 

ALABAMA—R. L. Adams, presi- 
dent, Bank of York, York. 

ARKANSAS—J. C. Reeves, vice 
president, National Bank of Com- 
merce, Pine Bluff. 

COLORADO—John C. Ellis, presi- 
dent, The Moffat County State Bank, 
Craig. 

CONNECTICUT—C. G. Hummel, 
president and trust officer, The Sey- 
mour Trust Company, Seymour. 

GEORGIA—Thomas H. Milner, 
Jr., president and trust officer, The 
National Bank of Athens, Athens. 

IOW A—A. T. Donhowe, vice pres- 
ident, Central National Bank & Trust 
Company, Des Moines. 


KANSAS—W. L. Webber, senior 
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Oo. K. JOHNSON 
Wisconsin 


: 
Cc. G. HUMMEL 
Connecticut 





R. L. MULLINS 
Texas 


THOMAS H. 
MILNER, JR. 
Georgia 


vice president, Security National 
Bank, Kansas City. 

KENTUCKY—Marshall Barnes, 
president, Beaver Dam Deposit Bank, 
Beaver Dam. 

LOUISIANA—R. J. Castille, presi- 
dent, Guaranty Bank & Trust Compa- 
ny, Lafayette. 

MAINE—F. R. Knauff, president, 
Federal Trust Company, Waterville. 

MARYLAND—A. W. Tindal, pres- 
ident, The First National Bank & 
Trust Company, Cumberland. 

MASSACHUSETT S—Gordon I. 
Miller, vice president, cashier and 
acting trust officer, The Falmouth Na- 
tional Bank, Falmouth. 

MICHIGAN—T. Allan Smith, vice 
president, Bank of the Common- 
wealth, Detroit. 

MISSISSIPPI—S. E. Babington, 
president, Brookhaven Bank & Trust 
Company, Brookhaven. 

MISSOURI—Bradford Brett, pres- 
ident, The First National Bank of 
Mexico, Mexico. 

NEBRASK A—Emil E. Placek, 
president, The First National Bank of 
Wahoo, Wahoo. 

NEW HAMPSHIRE—Earl P. 
Wadsworth, executive vice president 
and cashier, The Colebrook National 
Bank, Colebrook. 

NEW JERSEY —Frank S. Flowers, 
president and trust officer, The First 
National Bank & Trust Company, 
Paulsboro. 


December 1961 





a 


F. R. KNAUFF 
Maine 


O. M. JORGENSON 
Montana 





EMIL E. PLACEK 
Nebraska 


DWIGHT F. 
PATTERSON 
South Carolina 


NEW YORK—Charles W. Haw- 
kins, president, The First National 
Bank of Spring Valley, Spring Valley. 

NORTH CAROLINA—Miss Mar- 
tha Guy, cashier, Avery County Bank, 
Newland. 

NORTH DAKOTA — Lee Steneh- 
jem, executive vice president, First 
International Bank of Watford City, 
Watford City. 

OHIO—A. W. Emch, president, 
The Woodville State Bank, Woodville. 

SOUTH CAROLINA—Dwight F. 
Patterson, president, Palmetto Bank, 
Laurens. 

SOUTH DAKOTA—O. D. Hansen, 
president, The Bank of Union Coun- 
ty, Elk Point. 

TENNESSEE—W. J. Bryan, vice 
president, Third National Bank in 
Nashville, Nashville. 

TEX AS—R. L. Mullins, president, 
The Wolfe City National Bank, Wolfe 
City. 

VERMONT—S. M. Dimick, vice 
president and cashier, Randolph Na- 
tional Bank, Randolph. 

VIRGINIA—W. W. Shapard, presi- 
dent and cashier, The Bank of Hali- 
fax, Halifax. 

WEST VIRGINIA—E. E. Bailey, 
president, Princeton Bank & Trust 
Company, Princeton. 

WISCONSIN—O. K. Johnson, 
president, Whitefish Bay State Bank, 
Whitefish Bay. 

END 





















GORDON I. 
MILLER 
Massachusetts 


FELIX T. 
MC WHIRTER 
Indiana 





Virginia 





T. ALLAN SMITH 
Michigan 


LEE STENEHJEM 
North Dakota 





L. SHIRLEY TARK 
Illinois 


A. W. TINDAL 


Maryland 








EARL P. 


W. L. WEBBER 
WADSWORTH Kansas 
New Hampshire 
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‘a bite at a time’ 








IBA Files Brief in First Court 
Test of Holding Company Law 


“We can only eat an apple a bite at 
a time. The end result of consumption 
is the same whether it be done by 
quarters, halves, three-quarters, or the 
whole, and is finally determined by 
our own appetites. A nibbler can soon 
consume the whole with a bite here 
and a bite there. So, whether we nib- 
ble delicately, or gobble ravenously, 
the end result is, or can be, the same.” 
(From a 1959 court opinion in the 
antitrust suit, United States vs. Brown 


Shoe Co.) 


The “nibbling” analogy was ad- 
vanced by The Independent Bankers 
Association recently in a brief sup- 
porting the position of the Federal 
Reserve Board in the first court test 
of an FRB order under the Bank 
Holding Company Act of 1956. Out- 
come of the case, an appeal by North- 
west Bancorporation of Minneapolis, 
Minnesota, could have a profound 
effect on future orders under the 1956 
act. 

The Minneapolis holding company 
has appealed to the United States 
Court of Appeals for the Eighth Cir- 
cuit an FRB decision handed down 
last March denying its application to 
acquire control of The First National 
Bank of Pipestone, Minnesota. The 
appeal is scheduled for review this 
month. 

The IBA, which was instrumental 
in passing the 1956 Act, was per- 
mitted by the court to file an amicus 
curiae, or “friend of the court,” brief. 
The IBA’s attorney in the case, 
Horace R. Hansen of Hansen, Hazen 
& Lynch, St. Paul, has also petitioned 
to appear in oral arguments before 
the court in St. Louis, Missouri. 

The United States Court of Appeals 
is second only to the United States 
Supreme Court in jurisdiction. 

Mr. Hansen said Northwest Banco’s 
appeal centers mainly around the in- 
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terpretation of the fifth factor under 
the Bank Holding Company Act. This 
requires the Board to take into con- 
sideration “whether or not the effect 
of the acquisition would be to expand 
the size or extent of the bank holding 
company system involved beyond 
limits consistent with adequate and 
sound banking, the public interest, 
and the preservation of competition 
in the field of banking.” 

In its Pipestone decision, the FRB 
stated that one of its reasons for 
denying the application was the fact 
that subsidiaries of another holding 
company—First Bank Stock Corpo- 
ration of Minneapolis—already are 
operating in the same area. First 
Bank Stock also controls the only 


other bank in Pipestone. 


“Of the twelve Federal Reserve Dis- 
tricts, the Ninth District, with head- 
quarters in Minneapolis, is the small- 
est in total deposits,” the IBA brief 
stated, “but has the largest percentage 
of total deposits in control of holding 
companies to be found in the United 
States.” 

Northwest, with 101 banking offices 
in seven states, controls deposits total- 
ing $1,822,000,000. Deposits of First 
Bank Stock, which controls 93 bank- 
ing offices in five states, total $1,645,- 
000,000. 

“This is not only the heaviest con- 
centration of bank holding company 
power in the United States, but also 
it exists in an area which is not 
densely populated or individually de- 
veloped,” the IBA brief stated. “It 
would be hard to imagine any other 
area where the purpose of the Bank 
Holding Company Act would be more 
applicable or pertinent. 

“Acquisitions by holding compa- 
nies not only have an adverse effect 
on banking competition, but upon 
the economy in the area of their op- 


erations as well. If all the banks in 
a community are owned by one hold- 
ing company, a commercial borrower 
has one source of credit. If two hold- 
ing companies own all the banks, he 
has only two alternate sources, even 
though there may be a dozen banks 
in the community. 


Need Local Credit 


“Small and medium-sized busi- 
nesses are dependent upon local com- 
mercial banks for their financing be- 
cause their reputation and credit 
standing are local. It would be diffi- 
cult, if not impossible, for these busi- 
nesses to obtain financing in another 
locality.” 

The Federal Reserve Board under- 
stood in its decision, the IBA brief 
said, the anti-competitive effects of 
concentration by the two holding com- 
panies not only statewide, but also in 
the Pipestone trade area. If the appli- 
cation were approved, the holding 
companies together would control 10 
of the 14 larger banks in the area. 


The brief traced the history of 
America’s national banking policy, 
stating that “the holding company de- 
vice has been looked upon as a sub- 
terfuge for the evasion of state and 
federal law, and because of its inter- 
state character federal legislation is 
considered vital to control its use. 
As to effect upon competition in bank- 
ing there is little practical difference 
between branch banking and holding 
company systems.” 

The brief explained that the rise of 
holding companies sprang from limi- 
tations on branch banking in both 
federal and state laws. 

“The legislative history of the Bank 
Holding Company Act of 1956 shows 
clearly that Congress was convinced 
that bank holding companies were 
thwarting national banking policy, 
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that they posed a threat to competi- 
tion in banking, and that immediate 
controls were urgently required.” 

The brief quoted from a House 
Report which developed out of hear- 
ings on the Act stating that bank 
holding companies “are not in accord 
with the very precepts upon which 
our banking system rests. 


Democratic Ideal 


“The United States early in its his- 
tory .. . adopted a democratic ideal 
of banking. Other countries, for the 
most part, have preferred to rely on 
a few large banks controlled by a 
banking elite. There has developed 
in this country, on the other hand, 
a conception of the independent unit 
bank as an institution having its own- 
ership and origin in the local com- 
munity and deriving its business 
chiefly from the community’s indus- 
trial and commercial activities and 
from the farming population within 
its vicinity or trade area. 

“Its activities are usually fully inte- 
grated with local economic and social 
organization. The bank holding com- 
pany device threatens to destroy this 
democratic grassroots institution. 

“Your committee believes that the 
destruction of the American unit 
banking system, resulting in the fur- 
ther concentration of credit facilities, 
would have revoluntionary effects up- 
on our free enterprise system. Ulti- 
mately, monopolistic control of credit 
would entirely remold our funda- 
mental political and social institu- 
tions. 

“Your committee believes it is ob- 
vious that the declared will of Con- 
gress in favor of independent compet- 
itive banking is being thwarted by 
indirect branch banking, through the 
mechanism of the holding company.” 


Comparisons Cited 


The IBA brief compared provisions 
of the Bank Holding Company Act of 
1956 with Section 7 of the Clayton 
Antitrust Act, which was intended 
to prevent acquisitions that would 
substantially lessen competition. 

“Because of the similarity in lan- 
guage and purpose between Section 
7 of the Clayton Act and Section 3 
of the Bank Holding Company Act, 
cases decided under the former statute 
are highly relevant analogies in de- 
termining what Congress termed ‘un- 
due concentration’ and in indicating 
some of the other factors courts have 
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considered in determining whether 
an acquisition may have an adverse 
effect upon competition. 

“. .. we would like to observe that 
while these decisions involve the com- 
modity market, they are valid com- 
parisons because credit is the most 
vital of all commodities and those in 
control of it have a great influence 
upon the entire economy. In fact, a 
dominating control of a commodity 
may be fickle and short-lived, because 
of entry into the market of new com- 
petitors with substitute materials, new 
products, or new styles. Concentra- 
tion of control of commercial bank 
credit is far more serious, because 
there can be no substitute for the 
American dollar; it is always in 
limited supply, and further, the prob- 
lem of entry of a new bank into the 
market . . . aids holding companies 
having the necessary resources and 
the intent to expand their control. 
Most important, credit, unlike a com- 
modity, affects all, not merely some, 
segments of the economy.” 





aoe three years have passed 


since the MICR printing specifica- 
tions were wrapped up and ap- 
proved by the American Bankers 
Association. They have been chal- 
lenging years, during which we, as 
printers, relearned the techniques 
we thought we had mastered 
long ago. They have been fruitful 
years when measured in terms 
of technological gains. And 
now, what we formerly referred 
to as the “check of the future” 
is in fact the conventional “check 
of today.” 


While it might be said that the 
MICR program is barely off the 
ground, it is accelerating at such 
a swift pace that it soon will be 
old hat and time will erase from 
our memory the significance of this 
great accomplishment. Before that 
occurs, therefore, we would like 
to pay tribute to those who made 
it possible. To the A.B.A. Techni- 
cal Committee on Mechanization 


LEST WE FORGET 


people who created it. 


The brief cited a number of deci- 
sions involving undue concentration 
in the commodity market, including 
the United States vs. Brown Shoe Co. 
The court found that Section 7 of the 
Clayton Act would be violated if a 
firm which controlled 5 per cent of 
shoe production were to merge with 
one which controlled 0.5 per cent. 


Bite at a Time 


The court pointed out that although 
the percentages involved appeared 
small, the two firms were leaders in 
an industry composed of many much 
smaller units, and “we can only eat 
an apple a bite at a time . . . whether 
we nibble delicately, or gobble raven- 
ously, the end result is, or can be, 
the same.” 

The IBA brief thus argued that “it 
matters little that the First National 
Bank of Pipesone is small in relation 
to the entire Northwest system. 

“In the present case the Federal 
Reserve Board has measured concen- 
tration in terms of IPC deposits con- 





























of Check Handling, to the various 
subcommittees representing the 
machine manufacturers, and 
especially to the individuals repre- 
senting both groups who in so 
many instances subordinated their 
own interests in order to achieve a 
common objective, we doff our 
hat in great respect. 


The MICR system in itself is a 
mechanical thing, but it exists only 
because people were willing to 
work together on a give-and-take 
basis over a long period of time. 
Differences of opinion, instead of 
creating rifts, did indeed solidify 
their determination to reach the 
goal, and we wonder if perhaps 
this demonstration of human en- 
durance and tolerance is not even 
more significant than the product. 
One thing is certain... we would 
not today have at our disposal a 
compatible check handling system 
were it not for the compatible 
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... this interpretation would leave them free to bring the 
entire state banking system under their dual control...’ 


trolled by the two large holding com- 
panies operating in the Pipestone 
area.” 

The facts clearly show, the brief 
stated, “that the existing concentra- 
tion of banking in the State of Min- 
nesota, and among the larger banks 
in the area around Pipestone, is al- 
ready greater than the industrial con- 
centrations involved in any of the 
Section 7 Clayton Act cases (dis- 
cussed in the brief) .” 

“The addition of First National 
Bank of Pipestone, the dominant bank 
in its area, to the Northwest system 
would measurably increase this con- 
centration, and would put Northwest 
in an exceptionally good position to 
increase its share of deposits in the 
area.” 

The IBA brief challenged a con- 
tention by Northwest Bancorporation 
that the Federal Reserve Board’s 
order is invalid because it failed to 
hold a hearing, failed to make find- 
ings of fact, and erroneously inter- 
preted Section 3(c) of the Act by 
considering the size and extent of 
both holding companies in the Pipe- 
stone area. 

As to the alleged failure to hold a 
hearing, the IBA brief stated that “no 
hearing is required, nor has an ap- 
plicant the right to one, unless the 
federal or state bank supervisory 
authority disapproves the proposed 
acquisition.” 

The proposal has been approved by 
the Comptroller of the Currency. 
Prior to its March decision, the FRB 
had issued a notice in September of 
1960 denying Northwest’s applica- 
tion. The holding company sought 
and obtained reconsideration by the 
Board and was given the privilege of 
submitting further material and argu- 
ments. 

“Both denials of the Board were 
based upon the showing of petitioner 
alone, and both were by unanimous 
decision,” the IBA brief pointed out. 
“It would seem that petitioner has 
had two ‘days in court,’ both without 
opposition. It would be difficult to 
justify a third day in court, and 
hard to imagine how a hearing would 
enlighten the Board further in this 
matter.” 

In its charge that the FRB had 
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failed to make findings of fact, North- 
west cited the Administrative Pro- 
cedure Act as authority that the 
Board’s decision must “include a 
statement of findings and conclu- 
sions.” 

The IBA brief said this section ap- 
plies only where a hearing is re- 
quired, “which is not the case here,” 
and provides that a simple statement 
is all that is required under the Act. 


Misleading Statement 


“. . . the Board’s statements of 
September 15, 1960, and March 23, 
1961, both go much further than the 
‘simple statement,’ and actually 
amount to findings and conclusions 
although not labeled as such,” the 
IBA brief said. 

Northwest’s third contention, that 
the Board erroneously interpreted 
Section 3(c) of the Act by consider- 
ing the size and extent of both hold- 
ing companies in the Pipestone area, 
was supported by a Senate Report, as 
follows (quoting now from North- 
west ) : 

“What the Act was designed to 
accomplish,’ says the same report (p. 
2), ‘was to prevent . . . the unre- 
stricted ability of a bank holding 
company to add to the number of its 
bank units, making possible the con- 
centration of commercial bank facili- 
ties in a particular area under a 
single control and management.’ ” 

The IBA brief charged that the 
quotation is misleading. 

“Actually, only the portion (fol- 
lowing the elipses marks) is obtained 
in the Report, and this is not the 
statement of the Senate Committee. 
but an excerpt from the testimony of 
Chairman Martin of the Board as he 
was describing the problem of deal- 
ing with bank holding companies. . . 
The Senate Committee report .. . 
clearly shows that it was urgently 
concerned with the ‘undue concentra- 
tion of control of banking activities,’ 
not in any one holding company, but 
in holding companies generally. 

“It is our position that the statutory 
test in Sec. 3(c) (5) concerning ‘com- 
petition in the field of banking’ can- 
not be judged without considering 
all competition in the ‘field of bank- 
ing’ involved. . . 


“Obviously, the Board cannot take 
into consideration the ‘welfare of the 
communities and the area concerned’ 
without considering all bank holding 
companies and all banks in the area. 
The same may be said as regards the 
‘public interest’ and ‘competition in 


the field of banking.’ 


Little Doubt 


. . . reading of the entire Section 
3(c) leaves little doubt that Congress 
intended the Board to consider the 
entire banking siutation in the area 
involved, not merely applicant’s hold- 
ing company and the bank it wants to 
acquire. 

“Acceptance of petitioner’s argu- 
ment would force the Board to pass 
on the effect of an acquisition on 
‘competition in the field of banking’ 
without considering the present form 
of that competition. Petition would 
have the Board look only at the size 
of the applicant and somehow con- 
clude whether a proposed acquisition 
met the statutory tests. 

“Not only is such a construction 
of Section 3 contrary to accepted 
methods of measuring the effects of 
acquisitions on competition, but it 
would leave Section 3 virtually mean- 
ingless when construed with previous- 
ly existing laws designed to curb the 
expansion of economic power. 


“ 


“What petitioner is arguing for, 
apparently, is a ruling that the Board 
may not, decline to approve any pro- 
posed acquisition for competitive rea- 
sons unless its effect is to expand the 
size of the holding company involved 
to the point of monopoly. Since 
neither one of the large Minnesota 
holding companies is in a position to 
obtain a classical monopoly as long 
as the other exists, this interpretation 
would leave them free as far as the 
Bank Holding Company Act is con- 
cerned to bring the entire banking 
system of the state under their dual 
control while the Feleral Reserve 
Board merely went through the mo- 
tions of approval. 

“From the language of the Act and 
the mood of the Congress that enacted 
it, the public policy emerges clearly. 

(Continued on page 27) 
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An Exclusive Feature of the INDEPENDENT BANKER 





The Old Man and his cashier had 
run into a small kiting operation, 
which had been discovered quite by 
accident. It had not involved much 
money, but it had the Old Man rather 
concerned. He was asking me if there 
were any safeguards against such 
depredations. 

“Constant vigilance, combined with 
a nose to smell out such things, are 
the only current methods I know,” I 
told him. 

“What do you mean when you 
say ‘current methods’?” he asked. 

“I simply mean that banks have 
been so eager to serve in recent years 
that they have discarded some of the 
common sense with which they once 
surrounded themselves.” 

“Sek es...” 


Three-deposit Basis 


“Well, in at least one state and in 
one large city of America, the banks 
once dealt with their customers on a 
three-deposit, deferred credit basis. 
A firm with lots of business would 
make three deposits, divided, rough- 
ly, into three categories. 

“One deposit included actual cash 
and local checks drawn on the receiv- 
ing bank. Another deposit consisted 
of clearinghouse items, and one de- 
posit embraced checks drawn on oth- 
er banks throughout the country. The 
customer’s account got immediate 
credit for the deposit made up of 
cash and checks drawn on the depos- 
itor’s bank. This is actually all he 
should be entitled to. 

“The deposit representing the items 
for local clearings was not credited 
until the next day and the deposit 
which represented items to be col- 
lected all over America was held from 
the depositor’s account for three to 
seven days. It made sense, but com- 
petition and a share of liberal think- 
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ing led the banks to discard the idea. 
Now, we coddle the customer and 
actually encourage a lot of the things 
which cause our troubles.” 


Five-day Week Advantage 


“I know we have encouraged an 
abuse of the checking privilege,” he 
admitted. 

“Yes, we tacitly impress the above 
segregation of items on the custom- 
er’s mind, but we do not insist on our 
actual collection of items before they 
can be used. The customer has come 
to equate a piece of paper with actual 
currency and many of them are sharp 
enough now to even take advantage 
of the five-day week.” 

“How is that?” 

“Well, the Federal defers credit 
now only three business days (on de- 
ferrable items, of course), but that 
doesn’t mean that al] items are col- 
lected in three days after leaving 
your bank. Far from it. Saturdays, 
Sundays and holidays must be con- 
sidered, and some kiters have learned 
to take advantage of these days, 
knowing that they can help stretch 
out time for them, and time is what 
the kiter needs. 

“If you don’t send items direct to 
the Federal, but to a correspondent, 
add an extra day, then consider week- 
ends and holidays, and you will find 
that your kiter can sometimes ar- 
range a week’s moratorium for his 
nefarious scheming. You have no re- 
course under the current, generally 
accepted bank practices, but to be 
alert and to conduct an occasional ex- 
amination.” 

“What do you mean by ‘examina- 
tion’?” 


Start Sleuthing 


“A simple examination of checks 
issued by a customer is often a good 


Old Man To Issue 
‘Snooping’ Orders 


way to start. Get all his checks from 
the file and go through them for 
sizeable amounts to payees whose 
names occur again and again. Try to 
arrive at a conclusion as to whether 
the drawer and payee have enough 
business to justify so many items. If 
suspicion is aroused, start looking 
through the items deposited to the 
account. 

“A certain amount of sleuthing is 
justified in any case where the totals 
of checks issued and totals of out-of- 
town items deposited seem to be large 
for the business operation. One just 
has to develop a nose for such things. 
Car dealers, cattle buyers, small fi- 
nance companies, insurance agencies, 
small chain store operations, branch 
operations—all of these offer possi- 
bilities for kiting operations.” 

“Yes, and the possibilities are 
sometimes not overlooked,” he said. 
“We very nearly got it.” 

“T’ll bet I can guess pretty close 
to it.” 

“What do you mean?” 


Snooping Orders 


“Tl bet it was either a cattle buyer 
or a car dealer,” I ventured. 

“Go to the head of the class,” he 
said. “He was engaged in both.” 

“I’ve never been lucky enough to 
have one like that,” I said. 

“Well. you had better be glad. If 
this one hadn’t had some kinfolks to 
help him, we would have had quite 
a loss for our small bank.” 

“T am glad,” I said, “but I’m al- 
ways smelling around. It pays!” 

“We'll be using our noses from 
now on, too. I’m getting ready to is- 
sue snooping orders.” 

The Old Man’s orders will be 
obeyed, and a good practice has been 
started. 

END 
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FEAR OF IRS POLICY CHANGE— 


By PAUL D. LAGOMARCINO 


Member, District of Columbia Bar 


Faet or Straw Man? 


Many bankers have been concerned 
in recent months over the prospect 
of a change in Internal Revenue Serv- 
ice policy regarding the deductibility 
of interest paid on time deposits. 

The issue raised by several IRS 
rulings in the field is whether all of 
the interest paid by banks on time 
deposits may properly be deducted 
as an expense for tax purposes when 
some portion of these deposits may 
have been used to purchase tax 
exempt securities. 

The implications and economic im- 
pact of such a policy could be far- 
reaching for bankers and the removal 
of the tax exempt status of their obli- 
gations would seriously cripple the 
financing programs of every state and 
municipality in the nation. 

But do the rulings which have dis- 
turbed some bankers really represent 
a change in IRS policy? Does the 
weight of legal authority support such 
a policy or will bankers be allowed 
to continue deducting in full their in- 
terest payments on time deposits? 


Rash of Cases 


Concern over a possible policy 
change grew out of a rash of cases 
which occurred in different parts of 
the county at about the same time. 

Last summer, an Internal Revenue 
Service agent disallowed as deducti- 
ble a portion of the interest paid on 
savings deposits by the Commercial 
National Bank of Greenville, Missis- 
sippi, on the grounds the deposits 
could have been used in part to pur- 
chase tax exempt obligations. There- 
after, the Cleveland (Mississippi) 
State Bank was challenged on similar 
grounds, along with two banks in 
Boston and two in New York City. 


December 1961 


Rulings by tax agents recently have led some to 
fear a policy change on interest deductions, but 
is this true? The facts say ‘no.’ 


Some bankers saw in these cases a 
new policy on the part of the Internal 
Revenue Service to obtain some reve- 
nue from tax exempt securities 
through the medium of disallowing 
the deduction of a part of the interest 
payments which banks traditionally 
have taken. 


Reduce Return 


Federal Reserve data show that at 
the end of 1960 all commercial banks 
held $17.6 billion of obligations of 
states and other political subdivi- 
sions. Assets in personal trust ac- 
counts contained $9.1 billion of state 
and municipal securities. Large 
amounts of new state and local 
government issues are being market- 
ed every year, and in the last few 
years have averaged about $7.5 bil- 
lion per year. 

Disallowance of interest charges 
would, of course, reduce the return 
to the commercial bank holding these 
obligations. 

In the case of the Commercial Na- 
tional Bank of Greenville, Mississippi, 
the IRS agent disallowed $10,307 in 
interest on time deposits for the years 
1959 and 1960. This bank has com- 
puted that, if the position of the agent 
is sustained by higher authority, the 
bank’s net yield after taxes on tax 
exempt municipal bonds would be re- 
duced from an average of 2.44 per 
cent to 2.26 per cent for 1959 and 


from 2.70 per cent to 2.50 per cent 
for 1960. 

It should be recognized that the 
disallowals thus far have been by 
local IRS agents auditing tax returns 
in the field and, as yet, there is no 
legal basis for concluding that the 
disallowals represent a new policy by 
the Treasury Department or by head- 
quarters of the Internal Revenue 
Service in Washington, D.C. Tech- 
nically, at the present time, the de- 
ductibility of the interest payment is 
under study by these agencies. 


Legal Support 
The very great weight of legal 
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authority supports the full deducti- 
bility of interest payments by com- 
mercial banks. The part of the Inter- 
nal Revenue Code relied upon by the 
IRS agents in this matter is Section 
265 (2) which provides: 

“No deduction shall be al- 
lowed for— 

“(2) Interest on indebtedness 
incurred or continued fo pur- 
chase or carry obligations . 
the interest on which is wholly 
exempt from the taxes imposed 
by this subtitle.” 

Neither the Internal Revenue Code 
or the regulations of the Internal 
Revenue Service contain any criteria 
or explanation to help determine when 
an indebtedness has been “incurred 
or continued” to purchase or to carry 
tax exempt obligations. 

However, over a period of many 
years, this language has been inter- 
preted by the Congress, the Internal 
Revenue Service, and the Tax Court 
to mean that interest paid may not be 
deducted only if the specific “pur- 
pose” for incurring the indebtedness 





was to purchase tax exempt obliga- 
tions. 

If the “purpose” for incurring the 
indebtedness was something else, then 
the interest charges are deductible— 
and this is so even if the funds ac- 
tually were later used to purchase tax 
exempt obligations. 

Accordingly, the test applied in the 
past has been one of “purpose” (for 
what purpose was the indebtedness 
originally incurred? ), rather than the 
test of “use” (for what purpose were 
the funds actually used, regardless of 
original purpose? ). 

Not For Tax Exempts 

The “purpose” in seeking time de- 
posits and paying interest for them 
is not to obtain funds to purchase tax 
exempt securities. These funds are 
used in the general operations of the 
bank, to make loans, to meet with- 
drawals. 

Furthermore, there is no basis for 
assuming that funds to purchase tax 
exempt securities necessarily come 
from time deposits. These funds might 








sent to IBA member banks. 


Association. 





IBA Ad Program 
Starts in January 


Advertising especially designed for use by 
small banks in meeting competition from 
non-bank financial institutions will be 
available through The Independent Bank- 
ers Association about January 1. 

Reed H. Albig, IBA president and presi- 
dent, The National Bank of McKeesport, 
Pennsylvania, said 13 professionally pre- 
pared newspaper ads and six direct mail pieces will be available. 

The program is unusual in that while the ads are being 
prepared under IBA supervision, each bank will purchase the 
ads of its choice on a voluntary basis directly from the Frank- 
lin Advertising Agency in Milwaukee, Wisconsin. A booklet 
containing facsimilies of the pieces and an order blank will be 


A majority of the ads will emphasize the differences between 
banks and mutual institutions, with two or three on the subject 
of tax equality. The direct mail pieces will all be in two colors. 
The ads are designed so that they can be used by banks 
individually, on a cooperative basis with other banks in the 
area or with only the signature of The Independent Bankers 


They have been reviewed by the IBA Committee on Savings 
and Loan Associations and by the committee counsel, Paul D. 
Lagomarcino. The Franklin Advertising Agency is financing 
the preparation and promotion of the program. 
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just as well be said to have come 
from other assets of the bank. 

The “purpose” test is still good 
law today. Three arguments support 
this statement: 

1. In 1934, Congress had the op- 
portunity in a measure before it to 
substitute the “use” test for the “pur- 
pose” test, but it refused to do so. 

2. Historically, banks have deduct- 
ed interest on time deposits in full 
and at the same time they have re- 
ceived income from tax exempt se- 
curities. The repeated re-enactment of 
Section 265 (2) and its predecessor 
sections in various Revenue Acts over 
a period of decades indicates a Con- 
gressional intent not to change this 
situation. 

3. Rulings of both the Board of 
Tax Appeals (predecessor of the 
United States Tax Court) and the In- 
ternal Revenue Service support the 
deduction of these interest charges 
by commercial banks. 


Further Exploration 
To develop these arguments fur- 


ther: 

1. In 1934, Congress refused to 
amend the tax law to change the situ- 
ation then prevailing in connection 
with the deduction of interest charges. 
At that time an amendment to the tax 
law was proposed (H.R. 7835, 73d 
Cong., 2d Sess.), which would not 
only disallow interest on indebtedness 
“incurred or continued” to purchase 
tax exempt securities, as the law then 
did and presently does, but it would 
also disallow interest paid on indebt- 
edness where the proceeds of the in- 
debtedness were “used” to purchase 
or carry these obligations. Thus, the 
amendment would have added the 
“use” test to the “purpose” test, so 
that if funds were used to purchase 
these tax exempt obligations, regard- 
less of the original purpose for ob- 
taining them, the interest charges 
would not be deductible. This meas- 
ure was passed by the House, reject- 
ed by the Senate, and then eliminated 
in conferences between conferees 
from the two bodies. The Report of 
the Conference Committee states that: 

“The House bill also denies 
the deduction if the proceeds of 
such indebtedness were used to 
purchase or carry such obliga- 
tions, regardless of the purpose 
of the taxpayer incurring such 
indebtedness. The Senate amend- 


(Continued on page 34) 
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Christmas Club Sets New Record 
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by a survey: 





Here is a breakdown of the ways in which the 1961 Christ- 
mas Club a Corporation accumulation will be used, as evidenced 
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Caristnes Club a Corporation sav- 
ings passed the $11 billion mark for 
the first time in history in 1961, 
Edward F. Dorset, president, has an- 
nounced. 

The 1961 Club accumulation to- 
tals $1,510,460,000. Checks for this 
sum are being sent to over 13 million 
Christmas Club members by 8,800 
banks and savings institutions. 

Mr. Dorset said that on its second 
birthday 50 years ago, the plan had 
been adopted by less than 100 banks 
and the average accumulation was 
only $18.50 per member. 

This year, the average is $112 per 
member and the accumulation repre- 
sents savings in all 50 states. The 
average in 1960 was $110 per mem- 
ber. 

Mr. Dorset emphasized that mem- 
bers now receiving their checks joined 
the Club last November and Decem- 
ber, months that were considered as 
the bottom of the recession. 

“It’s evident,” he said, “that the 
American people had confidence in 
the strength of our economy and were 
ahead of some business and govern- 
ment leaders in anticipating the re- 
covery. After all, it took courage to 
start a savings program when not 
even national leaders were sure of 
the economy.” 

The year 1961 marks the tenth suc- 
cessive year that the Club disburse- 
ments have exceeded a billion dollars 
and the 1961 accumulation, following 
the trend of the past several years, is 
3.9 per cent larger than in 1960. 

New York led the 50 states with 
2,652,959 members and $305,407,064 
in savings. Pennsylvania was second 
with 1,681,195 members and savings 
of $201,229,371. New Jersey with 
1,148,940 savers who saved $154,- 
415,150 shared third place honors 
with California whose 982,660 savers 
accumulated $156,231,490. 
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Should you number your 

accounts? How can you 
go about it? Here’s some 
advice from the NABAC 
Research Institute and a 
report on two banks that 

have started numbering 


_ ACCOUNT 
NUMBERING 


how, why and whether 


lr you walk into the Citizens Bank of 
Sheboygan, Wisconsin, on the right 
hour of the right day, you might come 
upon a young banker intently study- 
ing a stack of over-sized volumes re- 
sembling wallpaper sample books. 

Upon closer examination, you will 
see that the books do not contain 
flowered prints nor Colonial designs, 
but numbers—tens of thousands of 
numbers; page after page and book 
upon book of numbers. 

To Hilbert Mueller, the young man 
you will see mentally awash in this 
sea of figures, these numbers have a 
fascination akin to the excitement a 
rocket scientist must feel as the space 


ship he designed is readied for the 
launching pad. 

For Mr. Mueller’s numbers repre- 
sent the control system that will guide 
Citizens Bank into automated book- 
keeping and check handling when the 
bank’s sorter-reader arrives next 
spring. This account numbering sys- 
tem, developed in conjunction with 
the NABAC Research Institute in Chi- 
cago, has become a national model. 
It is the basic system that the Re- 
search Institute now recommends for 
general use by small or medium size 
banks. 

The experiences of Citizens Bank 
of Sheboygan and the advice of the 





Picture above: Numbers, numbers, numbers—Controller Hilbert Mueller, 
assigned to lay the groundwork for automation at Citizens Bank of Sheboygan, 
Wisconsin, goes over the bank’s list of account numbers. At right is an abacus, 
a whimsical but appropriate desk ornament for an automation expert. The 
ancient counting device is sometimes called the “world’s first computer.” 
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NABAC Research Institute may 
prove valuable to executives of many 
banks who are wondering if they 
should number their accounts, how 
they can begin and what system they 
should use. ‘ 
Even if your bank is much smaller 
than Citizens Bank (a $55 million 
institution with about 12,500 check- 
ing accounts and an employe roll of 
140 at its head office and three 
branches), the system can be modi- 
fied to meet your particular situation. 


Perspective 

But before we examine the system, 
let’s give the topic of account num- 
bering what NABAC Research Insti- 
tute Director Richard A. Byerly calls 
“equilibrium and perspective” by ex- 
amining some general principles. 

“There is nothing magic about any 
numbering system,” Mr. Byerly said. 
“It should be simple and adaptable 
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to any automated system with a rea- 
sonable number of changes.” 

Numbers are amazingly versatile 
things, and if manipulated properly 
can be made to provide extra safe- 
guards to a bookkeeping system. One 
example is the account number 
“check digit,” a numerical watchdog 
built into the numbering system pri- 
marily for verifying that a number 
has been transcribed correctly. 

Here again, NABAC’s Byerly is- 
sues a qualifying note. 

“Don’t get too excited about the 
check digit unless you are contem- 
plating some hardware that can use 
it,” Mr. Byerly said. “Some people 
are now sweating out numbering sys- 
tems that they put in years ago for 
no good reason.” 

The Institute’s own recommended 
numbering system is offered only as 
a guide, and not as the final, absolute 
answer to any bank’s problem. 


Each Bank Special 


“Each bank is a special case,” Mr. 
Byerly said, “and there is only one 
way that a banker can effectively 
make decisions about a numbering 
system—by rolling up his sleeves and 
going to work. 

“The numbering system must be 
tailored to the unique conditions of 
each bank, and a banker must have 
a thorough knowledge of these condi- 
tions before he can make a system 
work.” 

That is why the Institute strongly 
recommends that banks assign an in- 
dividual or a group to the study of 
systems improvement. This applies 
not only to account numbering and 
the automation field, but to bank op- 
erations in general. 

At Citizens Bank, the man assigned 
to the systems improvement study 
was Controller Hilbert Mueller. He 
has spent a couple of years attending 
special schools and seminars, visiting 
manufacturing plants and processing 
centers and reading everything he 
could lay his hands on pertaining to 
the topic. 

In short, he has become an expert 
on both the internal workings of his 
bank and on automation. But while 
the more glamorous aspect of his as- 
signment has been in preparing for 
the computer installation, it actually 
has a much larger meaning. 

“Hilbert is constantly going around 
improving something,” Mr. Byerly 
said. “Thus, the bank has an extreme- 
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Excitement is beginning to mount for these three men as the delivery 
date for Citizens Bank’s sorter-reader approaches. From left are Ken 
Kroening, the bank’s inventive purchasing agent, who supervises the 
account number imprinting; Hilbert Mueller, controller, the bank’s 
methods improvement man who is smoothing out the way for auioma- 
tion at the bank and M. H. Gibson, vice president and cashier, who is a 
pioneer in bank automation and overseer of the conversion program. 


ly efficient: operation that serves its 
community well. Citizens Bank, you 
might say, is looking at automation 
as only 1 of 50 different avenues for 
cost reduction.” 

It is within this larger framework 
—the consideration of general sys- 
tems improvement rather than auto- 
mation as an end in itself—that Mr. 
Byerly urges the study of an account 
numbering system. His recommenda- 
tions are contained in the NABAC 
Research Institute bulletin, Account 
Numbering Systems. 

“Before adopting an account num- 
bering system, each bank should de- 
termine its objective in taking this 
action,” Mr. Byerly said. “If it is 
certain that you are going to proceed 
into some system requiring numeric 
coding for satisfactory operation, 
numbering of accounts is a necessary 
first step. However, if there is no 
clear cut objective in numbering your 
accounts, you should not do so. The 
need for numbering of accounts 
should not be considered as ‘self- 
evident.’ ” 

In making a decision about num- 
bering of accounts, Mr. Byerly rec- 
ommended several considerations. 

“Every bank, regardless of size, 
should at least embark on an imme- 
diate program to disseminate checks 
with the transit field encoded in 
MICR,” he said. “This is the mini- 
mum action that should be taken to 
further the industry-wide MICR pro- 
gram. Any expense involved may not 


be immediately recoverable, but it is 
inconceivable that participation in 
solving the check processing problem 
of the industry as a whole will not 
eventually redound to the financial 
welfare of the industry, and ultimate- 
ly to the individual bank.” 

He said encoding of an account 
number on checks, deposit slips and 
other items is purely an individual 
bank affair. 

“It need not be done until bank 
management can foresee internal 
benefits,” Mr. Byerly said. “For oth- 
er reasons it may be practical to en- 
code account numbers when the 
transit field is encoded, but it is a 
matter of choice, rather than of nec- 
essity.” 

It is often urged, he said, that 
every bank immediately encode ac- 
count numbers since it is a funda- 
mental first necessity to proceed into 
automation. 

“This is certainly true,” the Re- 
search Institute director said, “but 
if no decision to proceed has been 
made in your bank, bear in mind that 
a substantial lead time is normally 
available if major electronic equip- 
ment is eventually ordered. 


“If an order were placed today for 
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_ an electronic system, manufacturers 

variously estimate from 12 months to 
18 months delivery time, and experi- 
ence has shown that an account num- 
bering system usually requires 12 
months to 18 months time to install. 

“In the case of conversion to semi- 
automated equipment, conversion to 
a numeric proof system, use of serv- 
ice bureau facilities or in the event 
of the use of some punched card 
equipment, a much shorter lead time 
is available, but in any event a crash 
account numbering plan should be 
avoided at all cost.” 

Citizens Bank of Sheboygan has 
given itself the desired 18 months 
lead time by a carefully planned pro- 
gram of introducing numbered checks 
and reducing the circulation of con- 
ventional checks. 

At this time, Vice President and 
Cashier M. H. Gibson estimates that 
the bank has about 75 per cent of its 
accounts converted to MICR. Conver- 
sion of “Dime-A-Time accounts is 
virtually completed and personal ac- 
counts are “well on the way,” Mr. 
Gibson said. Business accounts are 
taking somewhat longer. 

The goal, of course, is to have the 
conversion completed by the time the 
sorter arrives in April. 


Broad Experience 


The bank’s experience with ac- 
count numbering has been unusually 
broad. 

Mr. Gibson, who has inevitably ac- 
quired the nickname “Hoot” (after 
the silent film cowboy of the same 
surname), says a little facetiously 
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Interior design of Citizens Bank of Sheboygan was the 
result of visits to many banks around the nation by Day- 
ton F. Pauls, president, and M. H. Gibson, vice president 
and cashier. Provisions were made when the bank was 
built four years ago to accommodate a sorter-reader and 





that his bank “has been coverting for 
six years.” 

The bank had instituted an alpha- 
numeric system (which uses letters 
and numbers together and permits 
retention of an alphabetical sequence 
of accounts) in anticipation of the 
purchase of a fluorescent ink system 
of check sorting. This and other sort- 
ing concepts vanished when the 
American Bankers Association adopt- 
ed the “common language” of MICR. 

Working with Mr. Byerly, the bank 
adopted its present “straight numer- 
ics” system and began converting in 
December of 1960. 

When the present numbering sys- 
tem was designed, the bank had made 
no commitment with any equipment 
company, but the numbering propos- 
al was submitted to all manufacturers 
and many processing centers for com- 
ment. The sytem was given unani- 
mous approval and the bank was 
then in a position to make its deci- 
sion on hardware without having to 
concern itself with extensive account 
number alteratioris. 

The imprinting of account num- 
bers for personal and special ac- 
counts is done on the bank premises 
under the direction of Ken Kroening, 
the bank’s young purchasing agent. 
Like Hilbert Mueller, Mr. Kroening’s 
approach to the impending arrival of 
automation is one of pioneering en- 
thusiasm, and he is a versatile inno- 
vator. One of his principal jobs is 
quality control of the character im- 
printing. 

Citizens Bank’s conversion to ac- 
count numbering was justified, of 








course, on the basis of its long-stand- 
ing intention to automate. When the 
present building was built four years 
ago, it was designed with a computer 
installation in mind. 


Intermediate Advantages 


Even without the immediate pros- 
pect of converting to a complete elec- 
tronic processing system, the num- 
bering of accounts may be advisable, 
Mr. Byerly said. 

One possibility that should be con- 
sidered is the change to a numeric 
proof or a semiautomated (“tronic”) 
system, which may result in material 
benefits. 

“Numeric proof” is another ex- 
ample of a systems change that a 
bank can make beneficially without 
the need of converting to expensive 
electronic equipment. Over a two- 
year period, Citizens Bank reduced 
its annual bookkeeping cost by more 
than $12,000 by using numeric proof 
with conventional equipment and im- 
proved utilization of personnel. Mr. 
Byerly said numeric proof is nothing 
but a simple systems change “that 
has been around a long time.” 

Numeric proof—again, a manipu- 
lation of numbers to give them a 
watchdog role—makes use of a con- 
ventional machine to get the same 
error protection provided by the 
tronics. The tronics, of course, are 
faster, but Mr. Byerly recommends 
an investigation of numeric proof to 
banks that are unable to afford the 
semiautomated machines. 


(Continued on page 30) 


computer and the air conditioning system necessary for 
housing such equipment. This photo is actually a com- 
posite of three different pictures taken by Ken Kroening, 
the bank’s purchasing agent whose many hobbies have 
made him a versatile innovator at the bank. 
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The Pittsburgh Hilton Hotel, headquarters for the 28th Annual Convention of The Independent Bankers Association, 
looking across Point State Park. Downtown Pittsburgh is seen in the background. 


Convention Call To 


PITTSBURGH— 


The ‘Renaissance’ City 


. a billion-dollar redevelopment program has turned the 


1962 IBA convention city into a model of civic beauty 


Pittsburgh, Pennsylvania, scene of the 28th annual con- 
vention of The Independent Bankers Association April 
30 to May 2, 1962, is sometimes described as “the city 
you fall in love with.” 

Due to a spectacular, billion-dollar redevelopment pro- 
gram, the city today is an irresistable mixture of lovely 
parks, dramatic hills, tinted skyscrapers and extensive 
cultural facilities. It has been said that viewing the city 
at night from the observation deck on Mt. Washington 
will result in “love at first sight.” 

In the city’s downtown area, remarkable for its open 
spaces, trees and pastel-colored skyscrapers, is the IBA 
convention headquarters, the Pittsburgh Hilton Hotel, 
which was completed in December of 1959. 

The transformation of Pittsburgh into a model of 
civic beauty and planning has taken place since World 
War II under a program known as the “Pittsburgh 
Renaissance.” Pittsburgh’s broad redevelopment and re- 
building project has caught the imagination of city plan- 
ners and rebuilders throughout the world. It has set the 
standard for what a city can do to pick itself up by its 
own esthetic bootstraps to become stronger than ever. 

Pittsburgh, with a population of 680,000 in a metro- 
politan area of over 2,213,000, has undergone changes 
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unbelievable even to Pittsburghers. Slums have been 
cleared and replaced by modern office buildings, new 
hotels, roadways and an airport which, when it was 
opened in 1952, was the world’s largest. 

Early in the redevelopment program, a rigid smoke 
control program was enforced and the use of smokeless 
fuel brought sunlight to ground level in Pittsburgh. 
Streams were harnessed to prevent flood disasters. 

One of the most dramatic changes brought about by 
the Renaissance is in the “Golden Triangle,” a triangular 
piece of land formed by the Alleghany and Monongahela 
Rivers. It is here that “downtown Pittsburgh” is located 
in a park-like setting of trees and grass. At the tip of 
the triangle, where the Allegheny and the Monongahela 
join to form the Ohio River, is beautiful Point State 
Park, once an area marred by blackened slums and 
warehouses. 

Overlooking the park is the modernistic Pittsburgh 
Hilton, which is perfectly located for the business needs 
and pleasures of downtown Pittsburgh. It is only five 
minutes from the railroad station and the new Civic 
Auditorium, an unusual structure that is open to the 
skies during good days and nights and completely weather- 
proof under a metal dome. END 
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What do little girls talk about 
in Mexico? Other girls...and boys... and 
dresses and dances...and boys... and the 
new science teacher. . . and boys. 

That’s what little girls talk about. 

Down at Hardin Junior High School in 
Mexico, Missouri, these little girls talk about 
serious things, too. About their grades, their 
homework ... their ambitions as they climb 
the academic ladder. And they are increasingly 
more conscious of their roles as citizens of the 
world. And this seriousness is good for America. 

Brad Brett, President of the First National 
Bank of Mexico, is proud of the part his bank 
has played in developing Mexico’s outstanding 
public school system. 

“Did you know,” Brad asked, “‘that L. B. 
Hawthorne, one of our directors, was superin- 
tendent of schools for over 40 years... and that 
one of our newer schools is named for him?” 

Brad Brett himself served on the Mexico 
School Board for four years and Executive 
Vice-President, Jim Cooper, was a member for 
six years. 

Most recently, the bank was active in plan- 
ning and advising on the sale of $800,000 in 
general obligation bonds approved by the com- 
munity for additions and remodeling to the 
various schools in Mexico. 


Brad Brett said, ““We switched our Chicago 
account over to the American National for 
several reasons. First of all, we wanted to do 
business with a strong, aggressive, independent 
bank whose philosophy of doing business was 
similar to our own. We were also very much 
impressed with the kind of people who repre- 
sented the American National Bank in our 
territory. 

““We believed that we could rely on their good 
judgment and willingness to perform many un- 
usual services for us. We’re a small-town bank 
and we need a strong banking connection... but 
one whose officers treat us like we’re their most 
important account. We get that feeling from our 
dealings with the American National Bank.” 

Brad Brett is right. At the American 
National, every account is our most important 
account. Yours can be, too. 


FIRST CLASS BANKS HELP GROW 


FIRST CLASS CITIZENS 


American National Bank 


and Trust Company of Chicago 


La Salle at Washington, Chicago, Illinois 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


American National Bank Assistant Vice-President, Ev Dovale, is flanked by Executive Vice President, — 
Jim Cooper (left) and President, Bradford Brett (right) of the First National Bank of Mexico at the bank 
entrance discussing business conditions in ‘‘Little Dixie.” : 





Elmhurst, Illinois—Stephen F. 
French, Jr., has been appointed as- 
sistant secretary of Elmhurst Nation- 
al Bank, Donald M. Carlson, presi- 
dent, has announced. Mir. French has 
been an employe of the bank for 13 
years and for the past two years has 
served as assistant to the cashier. 


Dallas, Texas—Clifford Dennard, 
president of C. S. Hamilton Motor 
Company of Dallas, has been elected 
a director of the Empire State Bank 
in Dallas, Michaux Nash, president 
of the bank, has announced. 
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COMPLETE DISPLAY of family fallout shelters and equip- 


Brattleboro, Vermont— Alfred 
W. Burroughs, formerly auditor of 
Vermont National and Savings Bank, 
has been appointed comptroller at the 
bank, William I. Tucker, president, 
has announced. 

Mr. Burroughs replaces Frank S. 
Mechan, who resigned to become vice 
president at Fair Lawn-Radburn Trust 
Company of Fair Lawn, New Jersey, 
his former employer. 

Mr. Burroughs has been with Ver- 
mont National since 1946 and was 
auditor of the Vermont Savings Bank 
until unification with the present 


bank in 1958. 





ment was opened recently in the American National Bank of 
St. Paul. Purpose of the display was to emphasize pleas by 
President Kennedy and state officials for a stepped up con- 
struction of fallout shelters. Standing inside a cut-a-way model 
of a concrete block shelter, one of three shelters on display at 
the bank, are, from left, Duane Gratz, representing St. Paul’s 
Mayor George Vavoulis; Rollin O. Bishop, president of the 
bank; Governor Elmer L. Andersen; Fourth District Congress- 
man Joseph E. Karth and Colonel Hubert Schon, Minnesota’s 


director of Civil Defense. 
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Kentland, Indiana—Chafee W. 
Shirk, 64, president of Kentland 
Bank, died Octo- 
ber 24 in the Fish 
Memorial Hospi- 
tal in New Smyr- 
na Beach, Flori- 
da, following a 
heart attack. Mr. 
and Mrs. Shirk 
had been on a 
three week vaca- 
tion and were 
visiting his sister in New Symrna 
Beach. 

Born in Brookville, Indiana, he was 
the son of John C. and Lura Shirk 
and the member of a prominent bank- 
ing family. He was a 1920 graduate 
of Indiana University. 

Mr. Shirk began his banking ca- 
reer in Brookville, and moved to 
Kentland in 1940 where he was asso- 
ciated with Edgar Teague in the bank- 
ing business. He became president of 
the bank in 1949 upon Mr. Teague’s 
retirement and was active in civic 
affairs. 

Survivors include his wife, a son, 
Terry, who is a graduate student at 
Indiana University and three brothers 
and two sisters. 





MR. SHIRK 


Dallas, Texas—Capital and sur- 
plus of the Republic National Bank 
of Dallas have been increased from 
$105 million to $110 million, increas- 
ing the bank’s total capital funds, in- 
cluding undivided profits and reserve 
for contingencies, to more than $127 
million. Formal approval of the in- 
crease has been given by the Comp- 
troller of the Currency. The an- 
nouncement was made by Karl Hob- 
litzelle, chairman of the board, and 
James W. Aston, president of the 
bank. 


THE INDEPENDENT BANKER 











Beaumont, Texas—The First 
National Bank and the Security State 
Bank & Trust Company, both of 
Beaumont, have consolidated under 
the name of “First. Security National 
Bank of Beaumont.” 

The new bank has a capital struc- 
ture in excess of $7 million and total 
resources of approximately $87 mil- 
lion. 

John E. Gray, president of The 
First National Bank, has been named 
president and chief executive officer 
of the new bank. Otis E. Fullen, presi- 
dent of Security State Bank & Trust 
Company, has become consultation 
chairman. O. Eugene Davis, execu- 
tive vice president at the First Na- 
tional Bank, continues in that ca- 
pacity. 

Other executive changes include 
Kirby McGown and William S. Ma- 
son, vice presidents of the Security 
Bank & Trust Company, who became 
senior vice presidents of the First 
Security National Bank. All other 
officers and personnel of both merged 
banks occupy the same or similar po- 
sitions. 


San Francisco, California— 
George J. Greenwood, vice president 
of The Bank of California, N.A., has 
been reappointed for a second term as 
regional vice president of The Ameri- 
can Bankers Association, it has been 
announced by Sam M. Fleming, new 
ABA president. Mr. Greenwood will 
coordinate the activities of the ABA 
for the ten Western states, including 


Alaska and Hawaii. 
& 


Dallas, Texas—Republic Nation- 
al Bank has become the first bank in 
Dallas to offer the service of financ- 
ing college educations for area young- 
sters through an especially designed 
plan of bank borrowings. 

The service is called “HELP” or 
Higher Education Loan Plan. 


Chicago, Illinois—H. Ward 
Birch, Jr., has been elected comp- 
troller of National Boulevard Bank 
of Chicago, Myron F. Ratcliffe, chair- 
man, has announced. Mr. Birch, 
formerly. assistant comptroller of the 
bank, has been in the public account- 
ing and banking fields for 20 years. 
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Dallas, Texas—Robert B. Cul- 
lum, president of A. W. Cullum & 
Co., Inc., and chairman of Tom 
Thumb Stores, Inc., has been elected 
a director of Republic National Bank 
of Dallas. The announcement was 
made by Karl Hoblitzelle, board 
chairman, and James W. Aston, presi- 


dent, of the bank. 


Phoenix, Arizona — Guaranty 
Bank has announced that it will offer 
“No Passbook Savings” accounts to 
all savings department customers. The 
plan is optional and customers may 
retain their passbooks if they wish. 

“No Passbook Savings” is a Guar- 
anty Bank exclusive in the state of 
Arizona, said James P. Simmons, 
president. This plan will eliminate 
the danger of lost passbooks and 
eliminate customer trips to the bank 
to have interest posted. 


® Livin e 


Wausau, Wisconsin — First 
American State Bank has installed 
an “Autobanker-Snorkel,” a system 
which utilizes television, voice com- 
munication and pneumatic tube to 
link drive-in customer with teller 
hundreds of feet apart. 

Upon arrivel at one of three auto- 
bank units, the customer can see the 
teller on television and the teller sees 
the driver. They may converse in 
ordinary tones. 

The customer places his transac- 
tion in a drawer which is opened and 
closed by the teller. The pneumatic 
system speeds the carrier between 
customer and teller. 

First American President Thomas 
P. Hudson said prior to opening the 
new autobank, a series of tours was 
staged for special groups including 
the contractors and men who worked 
on the installation, area bankers, em- 
ployes, businessmen and _stockhold- 
ers. 





ORIGINAL FACILITIES of the First National Bank of Neenah, 
Wisconsin, were recreated recently to celebrate the bank’s 100- 
year anniversary. After considerable research in order to make 
the facilities as accurate as possible, the old Weeden’s Hotel, 
first headquarters of the bank, was recreated full size. A mock- 
up of the hotel front was built leading directly into a tent in 
which the bank’s early facilities were displayed, complete with 
teller’s cage and office (below). The early Weeden’s lobby was 
also reproduced. Special costumes depicting the Civil War 
years were secured for bank employes and officers. During 
the two-day festivities, more than 9,000 people visited the dis- 


plays. At right, below, is J. Russell Ward, president of the bank. 














Bishop Defeats Nason in 
Oth Fed District Election 


Rollin O Bishop, president of the 
American National Bank of St. Paul, 
Minnesota, has 
been elected 
Class A director 
of the Federal 
Reserve Bank of 
Minneapolis, de- 
feating Philip H. 
Nason, president 
of the First Na- 
‘ tional Bank of 
MR. BISHOP St. Paul. This is 
the first time since 1914 that the of- 
fice has not been held by an officer of 
a First Bank Stock or a Northwest 
Bancorporation subsidiary. 

Mr. Bishop sought the office once 
before, in 1958, but was narrowly de- 
feated by John A. Moorhead, presi- 
dent of the Northwestern National 
Bank, Minneapolis. 









Three-year Terms 


Group 1 banks in the 9th Federal 
Reserve District, those having capital 
and surplus of $800,000 or more, 
cast ballots in the election. Mr. Bis- 
hop’s election and the re-election of 


T. G. Harrison, board chairman of 
Super Valu Stores, Inc., as a Class B 
director were announced by Atherton 
Bean, board chairman of the Federal 
Reserve Bank of Minneapolis. 

Both men will serve three-year 
terms beginning January 1, 1962. 


Kansas Native 


Mr. Bishop was elected as one of 
the three banker members of the 
nine-man board. He has been presi- 
dent of American National Bank 
since October of 1949, having joined 
the bank as first vice president in 
1948. 

A native of Kansas, he was associ- 
ated with banks in that state and its 
State Banking Department before be- 
coming a national bank examiner in 
1929. He joined the newly formed 
Federal Deposit Insurance Corpora- 
tion in its Washington office in 1934, 
and from 1938 to 1948 was its su- 
pervising examiner for the district 
with headquarters in St. Paul. 

Mr. Harrison will again serve as a 
director representing commerce, in- 


dustry and agriculture. END 


Fe! 
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CULMINATION of a two-week open house celebrating the re- 
modeling of University National Bank was a prize drawing for 
a television set. The building has a new front utilizing gold ano- 
dized aluminum window and door frames against a light grey 
blue background. President Russell L. Stotesbery said the new 
front, complete redecorating inside and a larger parking lot 
in the rear will offer more convenience to customers. The open 
house tied in with the first week of the University of Minne- 
sota’s Freshman Week and the first week of regular University 
classes. From left, above, are Dick Webb, business manager of 
the “Minnesota Daily;” Mr. Stotesbery; Bonnie Nyberg, Uni- 
versity of Minnesota freshman queen; Paul Vollan, assistant 
vice president of University Bank and John Youngberg, WPBC. 


Page 22 © 


Jackson, Mississippi—W. P. 
(Pat) McMullan, Sr., board chairman 
of Deposit Guaranty Bank and Trust 
Company, was honored recently upon 
his 40th anniversary in banking. Pay- 
ing tribute to Mr. McMullan at a 
banquet attended by several hundred 
friends were Senators James O. East- 
land and John Stennis, Congressman 
John Bell Williams, Mayor Allen 
Thompson of Jackson and Sam Flem- 
ing, president of The American Bank- 
ers Association. 

Other dignitaries present included 
former Mississippi governors Hugh 
L. White and J. P. Coleman. 

A $5,000 banking scholarship fund 
was initiated in his honor as a gift 
from the five state banks which Mr. 
McMullan has served. 

A sterling silver 15-piece serving 
set was also presented to Mr. McMul- 
lan by the banks. 

Mr. McMullan entered his banking 
career in the fall of 1921 at the Bank 
of Lake with his father, Dillard 
McMullan. 

@ 


St. Louis, Missouri—Philip C. 
Kopitsky, president of the State Bank 
and Trust Company of Wellston, has 
announced that life insurance is now 
being included at no extra cost to 
customers joining the bank’s Christ- 


mas Club. 
* 


Paulsboro, New Jersey—Robert 
A. Budd has been elected a director 
of The First National Bank & Trust 
Company, George W. Crawford, ex- 
ecutive vice president and cashier, 
has announced. He will serve out the 
unexpired term of H. H. Heritage, 
who resigned from the board to de- 
vote more time to his dairy business. 
Mr. Budd is well known in the New 
Jersey real estate development field, 
having developed Green Fields Vil- 
lage. 

* 


Chicago, Illinois—Six promo- 
tions have been announced at LaSalle 
National Bank by Harold Meidell, 
president. 

Promoted to assistant vice presi- 
dent were Harry Black and Erik Ek- 
dahl, both commercial loan officers. 
Appointed assisatnt cashiers were Ed- 
ward W. Ostrander of the bank’s loan 
division “A,” Richard L. Beverly, 
investment department and Richard 
T. Britton and Walter E. Zdunek of 
the operations department. 
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Building Firm 
Publishes Cost 
Control Plan 


A unique cost control system in 
building construction is outlined in 
a new brochure produced by Bank 
Building and Equipment Corporation 
of America entitled, “Building at a 
Guaranteed Cost.” 

“Any executive who’s ever directed 
a building program under conven- 
tional planning and building prac- 
tices knows some of the problems in- 
volved,” said D. E. Mosby, vice pres- 
ident of the St. Louis firm. 

“There’s the gap between your 
original budget and the first estimates 
of total cost. There’s the necessity of 
committing yourself to a major archi- 
tectural expense before you can get a 
reliable cost estimate. And finally, 
there’s the spread between the esti- 
mates you've approved, and the actu- 
al final cost.” 

Mr. Mosby said experience gained 
on more than 4,000 projects has en- 
abled Bank Building and Equipment 
to provide bankers with a guaranteed 
estimate of final costs with prelimi- 
nary plans. 

The cost control system is explained 
in the brochure and readers are tak- 
en on a capsule tour of the firm’s 
headquarters office. A portfolio of 
photographs covering recently com- 
pleted projects is also included. 


Dallas, Texas—Armed robbers 
have been holding up Texas Bank 
and Trust Company several times a 
day recently, but it’s all in fun. 

Actually, the “bank” is Texas 
Bank’s exhibit at the new $10 million 
“Six Flags Over Texas” family enter- 
tainment park between Dallas and 
Fort Worth. Texas Bank operates an 
old-time bank in the wild and wooly 
Texas Section of Six Flags. 

Several times each day, “gunsling- 
ers” stage a mock hold-up at the ex- 
hibit. They are always gunned down 
by the Six Flags sheriff and his 
deputies. 

W. W. Overton, Jr., board chair- 
man of Texas Bank, said “Six Flags” 
is a dramatic reproduction of Texas’ 
colorful history. 
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MOST RECENT INNOVATIONS 
in bank planning are incorpo- 
rated in the newly remodeled 
quarters of The Mountain Na- 
tional Bank, Clifton Forge, Vir- 
ginia. Featuring trim lines, the 
new front utilizes aluminum, 
limestone, brick, plate glass and 
ceramic glass. Inside, the strik- 
ing use of color, lighting, new 
materials and arrangement of de- 
partments are but a few of the 
changes made. Walnut and mar- 
ble tellers stations offer a “saw 
tooth” design, a new planning 
concept which maximizes lobby 
space. 


Chicago, Illinois—Francis Cal- 
laghan has been elected assistant vice 
president of National Boulevard Bank 
of Chicago, H. M. Driscoll, vice chair- 
man, has announced. Mr. Callaghan 
will be in charge of the bank’s real 
estate loan department. 


Minneapolis, Minnesota—“Ex- 
tremely gratifying” results from Mar- 
quette National Bank’s pioneering 
use of trading stamps for bank pro- 
motion has been reported by Carl R. 
Pohlad, president. 

During the trading stamp campaign 
in October, the total number of new 
savings accounts opened increased by 
580 per cent compared with the same 
month in 1960. The total number of 
new standard checking accounts in- 
creased 28 per cent and the new Mar- 
Pay-Go checking accounts increased 
59 per cent. 

Approximately ten per cent of per- 
sons who registered for a giveaway 
of 250,000 trading stamps opened a 
new savings or checking account or 
arranged for a new car loan. 
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Los Angeles, California—Four 
new vice presidents have been elected 
at Union Bank, Harry J. Volk, presi- 
dent, has announced. 

Two of the new officers, H. Warner 
Griggs and Jack E. Sande, resigned 
management posts in the Midwest to 
accept their new assignments as com- 
mercial loan officers. 

Mr. Griggs formerly was vice pres- 
ident of Northern City National Bank 
of Duluth, Minnesota, and Mr. Sande 
was executive vice president and a 
director of Marketing Acceptance 
Corp. of Chicago, Illinois, a subsidi- 
ary of Consolidated Foods Corp. Mr. 
Sande also is a former vice president 
of Exchange National Bank, Chicago. 

The other two new vice presidents 
are William L. Chilson, accounts re- 
ceivable, and James McCulloch, 
Orange County regional head office, 
both promoted from assistant vice 
president. 

Mr. Volk also announced the pro- 
motion of Donald S. Simons to as- 
sistant vice president, law, and James 
Grandy, assistant manager of the 
West Van Nuys regional office, to as- 
sistant cashier. 
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Denver, Colorado—The appoint- 
ment of S. T. Mason Frey and Donald 
F. Magarrell as vice presidents of the 
Colorado National Bank has been an- 
nounced by Merriam B. Berger, presi- 
dent. 

Mr. Frey is a former vice president 
of the Bankers Trust Company of 
New York. He joined the staff of 
Colorado National Bank on January 
1, 1961. 

Mr. Magarrell was senior vice pres- 
ident and a director of United Air 
Lines until his retirement in Sep- 
tember. His appointment as vice pres- 
ident of Colorado National Bank is 
effective March 1, 1962. 





AN OLD CITY OF OMAHA facility was turned i 


Chicago, Illinois — National 
Boulevard Bank is now offering a 
“No-check Payroll Plan” in which 
the bank prepares the employe payroll 
for a company and deposits the net 
pay to each employe’s account. Each 
employe is provided with free im- 
printed checks and is allowed one 
free deposit (his pay) and one free 
withdrawal per pay period. Thus, any 
employe who wants to immediately 
withdraw his funds may write a check 
for his total net pay and zero out his 
balance with the bank at no charge 
to him. An “Executive Pay Plan” is 
also offered by the bank, which af- 
fords privacy of the executive payroll. 


X oo 


nto a banking 


facility recently when the First National Bank of Omaha, 
Nebraska, opened its new walk-in, drive-in bank. The building 
was formerly a iesting station which for 25 years served to 
check the safety devices of every automobile and truck 
licensed in Omaha. To celebrate the opening of the drive-in, 
the bank gave away cookbooks to patrons opening a savings 
account of $100 or more or adding $100 or more to their 
present account. Unique features of the cookbook were ex- 
plained by attractive young ladies in a “kitchen” constructed 
in the main bank lobby (below). Manager of the new facility 


is Jim Barnhart. 











Archbold, Ohio—A. J. Stamm, 
executive vice president of The Farm- 
ers & Merchants 
State Bank, was 
honored at a buf- 
fet luncheon for 
stockholders and 
a two-day open 
house recently 
upon his 50th an- 
niversary with 
- } the bank. Mr. 
MR. STAMM Stamm has served 
six years as assistant cashier at the 
bank, 24 years as cashier, 15 as cash- 
ier and executive vice president and 
five years as executive vice president. 


He joined The Farmers & Mer- 
chants State Bank upon graduation 
from high school in 1911. During his 
years at the bank, assets grew from 
$500,000 to $8 million and capital ac- 
counts from $50,000 to $675,000. A 
new drive-in bank was opened three 
years ago. 





Chicago, Illinois—Donald Darf- 
ler, aircraft loan new business repre- 
sentative of Beverly Bank, has been 
promoted to assistant loan officer. Mr. 
Darfler joined Beverly Bank in Jan- 
uary of this year, and has been active 
in promoting aircraft loan business 
for the bank. His job takes him 
to airfields throughout the country 
where he consults with aircraft deal- 
ers and private aircraft purchasers 
concerning financing, leasing, insur- 
ance and tax questions on plane buy- 
ing. 

® 


Nashville, Tennessee — Third 
National Bank in Nashville opened 
its twelfth branch recently, coincid- 
ing with the beginning of flight serv- 
ice from the new Nashville Municipal 
Airport Terminal in which the office 
is located. 

Branch manager is John Tirrill, 
who is assisted by Joe Lee Berry and 
Marjorie Neal Brittain. Mr. Tirrill, 
a graduate of Vanderbilt University, 
has been employed by Third National 
since 1957, 


Physical equipment of the office 
includes three tellers’ windows, a 
drive-in window, a night depository 
and manager’s office. The Bark also 
installed an NRI Currency Changer 
in the terminal lobby for the use of 
customers in a hurry or those who 
come after banking hours. 
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Minneapolis, Minnesota—The 
fourth expansion program in the 42- 
year history of the Marquette Na- 
tional Bank has been completed, Carl 
R. Pohlad, president, has announced. 

The bank acquired practically the 
entire second floor of the First Fed- 
eral Building. The expansion adds 
11,000 square feet of space to the 
existing 35,000 square feet which was 
occupied in June, 1955, in the Mar- 
quette National Bank Building. Dur- 
ing the past six years, Marquette Bank 
resources have increased from $55 
million to over $85 million and it is 
now the third largest bank in the 
loop area. 


Sioux City, lowa—Charles H. 
Walcott, president of Security Na- 
tional Bank, was elected president of 
the Iowa Bankers Association at its 
recent state convention in Des Moines. 


Chicago, Ilinois—The National 
Boulevard Bank of Chicago has be- 
come the first Chicago area financial 
institution to establish a Better Homes 
Planning Center, designed to be of 
practical assistance in the solution 
of all types of home planning prob- 
lems, Robert Bachle, vice president, 
has announced. 

The Center offers a collection of 
more than 50 different idea books, 
plan books, planning guides, and in- 
spirational publications dealing with 
home planning ideas. 


Chattanooga, Tennessee—Pio- 
neer Bank is going all-out to make 
“sidewalk superintendents” welcome, 
happy and comfortable at the site of 
its new six-story office building. A 
barricade at the site is brightly paint- 
ed and is equipped not only with 
king-size peepholes at varying heights 
but also with a grandstand. 
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SKIPS 


found anywhere, all contingent. We 
have a national average of 81%. Re- 
possessions. CCA, Box 374, Taylorville, 
Illinois. VA 4-6880. 





WE NEED BANKERS 
of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 
Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 





Chicago, Illinois—Irving G. 
Wahlstrom has been elected assistant 
cashier and Raymond W. Kinzie as- 
sistant trust officer at Lake View Trust 
and Savings Bank. 


10% of Embezzlements Happen 
When Basic Cheeks Unenforeed 


More than 70 per cent of all bank 
embezzlements last year, involving 
more than $100,000, took place in 
banks where all three of the basic 
anti-fraud deterrents were not en- 
forced, John N. Raleigh, technical 
division director of NABAC, has re- 
ported. Those deterrents are compul- 
sory two-week vacations, segregation 
of duties and rotation of duties. 

Speaking before members of the 
Junior Bankers Conference of the 
Georgia Bankers . Association, Mr. 
Raleigh outlined a program for min- 
imizing opportunities for bank fraud. 

Of the 175 fraud cases reported 
last year, Mr. Raleigh said, 36 of 
them involved amounts of $100,000 
or more. 

“Twenty-five of these 36 were cases 
that violated all three fraud-deter- 
rents,” Mr. Raleigh said, “seven of 
them violated two points and three 
of them involved violation of only 
one of the three points. 

“According to our analysis, 69 per 
cent of these frauds would have been 
avoided had compulsory, two-week 
vacations been required, 78 per cent 
would not have occurred had duties 
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been properly segregated and 84 per 
cent of them would have been pre- 
vented had there been a proper ro- 
tation of duties.” 

Mr. Raleigh pointed out that 32 of 
the 36 cases were committed by bank 
officers while only four of them were 
engineered by regular employes. 

Titling his speech, “The Big Gain- 
er,” Mr. Raleigh used the analogy of 
a football team whose strategy is not 
to block every pass, but to concen- 
trate on blocking the long passes. 

“In a similar manner, a bank may 
not always win its battle against the 
embezzler, but if it takes action to 
stop the ‘big gainer,’ it can win most 
of these battles, and when it loses it 
won't lose by much.” 

In detailing NABAC’s three-point 
program to minimize internal fraud, 
Raleigh laid heavy emphasis on the 
enforcement of vacations of two con- 
secutive weeks. Saying it was the 
simplest point of all to follow, he ob- 
served that, “In fact, it’s so simple 
that some of you may wonder why 
I bother to bring it up. 

“T bother to bring it up because I 
feel that it’s a terribly important 


point, and I don’t think most banks 
enforce it. A bank may feel that this 
vacation policy is fine for the em- 
ployes but not for the officers . . . 
After all, poor old Charlie has been 
working here for 30 years, and we all 
know that he’s honest, so what harm 
can an exception do in his case? 

The sad fact is that any one of 
these factors can punch a large, gap- 
ing hole in your defense against the 
‘big gainer’.” 

Mr. Raleigh described the National 
Loss Prevention Program being con- 
ducted by NABAC conferences—in 
many cases in cooperation with state 
banking associations. 

“For those who would like more 
detailed information on how to com- 
bat bank fraud, NABAC has pre- 
pared a Loss Prevention Clinic pro- 
gram. This clinic covers a full, seven 
hours of detailed instruction, and will 
be presented in your area by your 
local NABAC conference. 

“While I’m somewhat biased, I 
think there’s a lot of good material 
in these clinics, and if you really 
want to stop bank fraud, I urge all 
of you to attend these clinics.” 
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June 30 Bank Assets Ahead 
Of Comparable Date in 1960 


Assets of insured commercial and mutual savings banks totaled $289 
billion on June 30, 1961, Chairman Erle Cocke, Sr., of the FDIC has 
announced. 

This represented a slight decline from the beginning of 1961, typical 
of the first six months of the year, but was almost 6 per cent greater 
than on June 15, 1960. (The most nearly comparable report date.) 

The figures relate to 13,136 commercial banks and 325 mutual sav- 
ings banks insured by the Corporation which together hold 97 per cent 
of the assets of all banks in the United States. 


Commercial Banks 


Assets of the insured commercial banks totaled $253 billion on June 
30, 1961, $4 billion less than at the beginning of 1961. An increase of 
$2 billion in holdings of securities was more than offset by a decline 
of nearly $7 billion in cash balances, while the volume of loans re- 
mained steady. 

Holdings of U. S. Government obligations exceeded $61 billion, up 
slightly during the six months and 13 per cent above June 15, 1960. 
Investments in municipals continued their steady growth, to over $18 
billion, and holdings of other securities totaled $3 billion. 

Loans increased fractionally during the six months to almost $118 
billion despite a slight decline in the major loan group. Commercial and 
industrial loans dipped slightly to less than $43 billion. However, the 
next largest group, real estate loans, advanced to over $29 billion and 
consumer instalment loans rose to $19 billion. 

Demand deposits of business and individuals, which at $108 billion 
comprise almost one-half of total deposits, dipped not only below the 
beginning of 1961 but also below the previous June. In contrast, busi- 
ness and personal time deposits continued their steady growth, and in 
the six months ended June 30, 1961, advanced 8 per cent to over $72 
billion. 

Capital accounts exceeded $21 billion, or 8.5 per cent of total assets, 
up from 8.3 per cent a year earlier. 


Mutual Savings Banks 


Deposits of mutual savings banks insured by the Corporation in- 
creased $1 billion, or 3 per cent, during the six months ended June 30, 
1961. Practically all of the increase during the period was placed in real 
estate loans, which advanced to nearly $25 billion. Holdings of se- 
curities increased slightly to almost $10 billion. 

Surplus accounts of the insured mutual savings banks exceeded $3 
billion, and on June 30, 1961, amounted to 8.6 per cent of assets. 

END 














Richmond, Indiana—B. N. John- 
son, board chairman of The Second 
National Bank of Richmond, has been 
appointed vice president of The Amer- 
ican Bankers Association of the state 
of Indiana. Mr. Johnson will main- 
tain liaison between the national as- 
sociation and individual banks in 
Indiana and will be responsible for 
membership activities on behalf of 
the national association. 
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Birmingham, Alabama—Wil- 
liam T. Cothran, president of Bank 
for Savings and Trusts and president 
of the Alabama Bankers Association, 
has been appointed regional vice 
president of The American Bankers 
Association. Mr. Cothran will coor- 
dinate the activities of the ABA vice 
presidents for the states of Alabama, 
Mississippi, Georgia, North Carolina, 
South Carolina and Florida. 


St. Louis, Missouri—James R. 
Bowton has joined the sales staff of 


Bank Building 
and Equipment 
Corporation of 
America, Earl T. 
Klein, vice presi- 
dent-sales direc- 
tor has an- 
nounced. After 
his training in St. 
Louis, Mr. Bow- 
ton will be as- 
signed to the firm’s Chicago office 
under the direction of S. L. Fisher, 
regional manager. 


MR. BOWTON 


Phoenix, Arizona—Alfred F. 
Edwards, formerly of the Republic 
National Bank of Dallas, Texas, has 
been appointed vice president in 
charge of operations at Guaranty 
Bank, James P. Simmons, president, 
has announced. During his five years 
at Republic National Bank, Mr. Ed- 
wards rose from methods analyst to 
trust officer. 


San Diego, California—R. El- 
liott Conway, who has been acting 
vice president and manager of The 
Arizona Bank in Phoenix and Yuma 
for the last five years, has joined San 
Diego Trust & Savings Bank as as- 
sistant cashier. The announcement 
was made by Thomas W. Sefton, 
president of the San Diego Trust & 
Savings Bank. 





“I'd like to speak to someone about a 
merger of our two banks.” 
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Even the best lighting installation 
will lose more than a third of the 
light it should be producing after a 
year of operation, according to Chi- 
cago lighting expert Klaus Ollen- 
dorff. 

He offers some advice to bank 
managements with interior illumina- 
tion problems. 

A fluorescent tube dims by nearly 
10 per cent in its first 600 hours of 
use—less than two months in a nor- 
mal banking operation, Mr. Ollen- 
dorff says. 

Moreover, upwards of 35 per cent 
of the light originally provided will 
be obscured by a five months’ ac- 
cumulation of dust. 

While the loss would be less out- 
side an industrial area, Mr. Ollendorff 
points out, “it is safe to say that 
without regular attention at least 
every eight months, the average bank 
is providing only half the light the 
employes and customers should re- 
ceive.” 

They “should” get proper illumi- 
nation, most lighting authorities 
agree, because of: 


if life looks dim, it 


could be that the lights are bad 


HOW BRIGHT IS YOUR BANK? 


—lIts importance in creating pleas- 
ant surroundings for customers. 

—The visual benefits to employes 
concerned with intricate accounting 
procedures. 

—That vital intangible, an atmos- 
phere of modern efficiency. 


Complaints 


Institutions with regular house- 
keeping procedures can maintain 
such an atmosphere by promptly re- 
placing defective lamps and bulbs 
and by cleaning their light fixtures 
frequently. 

When a bank’s housekeeping has 
been allowed to lag, however, certain 
extra attention is required to avert 
complaints the improvement itself 
might cause, Mr. Ollendorff notes. 

“A sound procedure,” he advises, 
“is for the personnel manager to 
discuss the principles of proper light- 
ing with his accounting department 
employes, for example. 

“He will point out the manage- 
ment’s wish to provide the best pos- 
sible illumination, perhaps to elim- 
inate the shadows that have caused 


them discomfort, and to insure that 
their work is done with visually 
correct lighting. 

“Once this is done, the given 
lighting installation can be reno- 
vated, often to twice or three times 
the brightness it was producing— 
and complaints about the degree of 
change will be avoided. What might 
seem like glare will be understood 
as propér illumination. 

“It’s well, too, to let the public 
know of your proposed improvement 
so that they will appreciate the 
change more light will produce.” 

The results, Mr. Ollendorff predicts, 
“can be significant in terms of pro- 
duction, morale and customer satis- 
faction.” 

Mr. Ollendorff’s firm, Planned 
Lighting, Inc., for 12 years has spe- 
cialized in contract maintenance of 
lighting installations. Technical stud- 
ies made during that time in some 
163 Chicago area banks have shown 
an average light loss of 47.2 per 
cent from the foot-candles a given 
installation is capable of providing. 

END 


IBA Files Brief in Holding Co. Law Test 


It demands that any further expan- 
sion of multi-bank concentration must 
be justified in the public interest to 
be permitted. 

“In applying this policy here, an 
aggravated situation is presented be- 
cause holding companies in Minne- 
sota control a larger percentage of 
bank deposits than those in any other 
state. This policy, we submit, cannot 
tolerate petitioner’s suggestion that 
this court should close its eyes to the 
existence of the other large holding 
company, First Bank Stock Corpora- 
tion, which controls over a third of 
the commercial loan resources in Min- 
nesota, owns the only other bank in 
Pipestone, and occupies a strong 
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banking position in the immediate 
surrounding area.” 


Conclusion 


In conclusion, the IBA brief said 
the seeds of destruction of the Ameri- 
can competitive system “lie in ex- 
pansion by those bent on unbridled 
increase in their power in the market- 
place. This constant aggregation 
against our competitive system can 
be fought with only one weapon— 
the laws which sound in antitrust. 
Whether this weapon will be equal to 
the task depends upon the will of the 
administrators and the determination 
of the courts to support them. 

“By its plea that the Pipestone bank 


Continued from page 8 


be delivered into its ‘strong hands’ 
Northwest Bancorporation endeavors 
again to consolidate its strength and 
power in yet another area, at the ex- 
pense of the loss of another inde- 
pendent competitor. 

“The effectiveness of the Bank 
Holding Company Act in future ad- 
ministrative actions may depend in 
large measure upon the tenor of the 
court’s opinion in this case. A strong 
opinion supporting the Federal Re- 
serve Board in this case will do much 
to bolster the spirit of independent 
bankers in their efforts to compete 
against the overwhelming power of 
bank holding companies in the Upper 
Midwest area.” END 
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PERE PRES eee ESE et 
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Three-unit system, including Post-Tronic machine, 
automatic ledger feeder and electronic tape reader, 











updates statement-ledgers as the monitor (left) 
does other work. 


how a Madison, Indiana, bank combines 


a Post-Tronic machine with an 


automatic ledger feeder and an electronic tape reader 


‘Streamlined’ Bookkeeping 


The Madison Bank and Trust Company of Madison, 
Indiana, has streamlined its bookkeeping department by 
using a Post-Tronic machine in com- 
bination with an automatic ledger 
feeder and an electronic tape reader. 
These three units, operating as a sin- 
gle system, update the statement- 
ledger records for all checking ac- 
counts each day. 

We believe the details of the elec- 
tronic system should be of interest 

, to other banks, since it is a sure way 

MR. MCCAULEY to capitalize on practical automa- 
tion. Prior to installation of the automated Post-Tronic, 
the bank used three, and sometimes four, conventional 
bookkeeping machines to update checking account state- 
ments and ledgers under a dual system. 

The Madison Bank and Trust Company is a $12 million 
bank with approximately 5,000 commercial and personal 
checking accounts. 





BY P. W. McCAULEY 


Executive Vice President, 
The Madison Bank and Trust Company 
Madison, Indiana 
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The parent machine in the bank’s system is the Post- 
Tronic, which reads figures encoded in magnetic strips 
on the back of statement-ledger forms. The ledger feeder 
feeds ledger statements into the system and the tape 
reader reads punched tape carrying information about 
current checks and deposits and at the same time actuates 
the machine. 

The correct statement-ledger form is inserted into the 
Post-Tronic, the old balance is read electronically, the ac- 
count is updated with figures from the tape reader, and 
the form is ejected into a bin. 

Meanwhile, the monitor who supervises the equip- 
ment sits three feet away performing miscellaneous 
duties. 


Electronic Procedure 


Here is the electronic procedure currently being fol- 
lowed in using the system: 

The day’s checks and deposit slips are fine sorted by 
account number within the eight control groups right 
after the items are received from the proof department. 

Next the items are taken to a special two-total adding 
machine equipped with an account number verifier and 
a paper tape punch. For each item, the adding machine 
operator makes two entries. The first entry is the account 
number; the second entry is the amount of the item and 
an identifying symbol. The adding machine operator 
punches an average of 800 items an hour in this manner. 
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To assure accuracy, the account numbers are verified 
electronically. When the entry is made, the combination 
of digits is tested against a formula at electronic speeds 
by the account number verifier. 

If an incorrect account number has been entered, the 
system locks up and the digits are not punched in tape. 
If the checking formula is satisfied, the digits are punched 
in tape and the adding machine is ready to accept the 
second entry. 


Punched in Code 


The paper tape punch also punches the amounts in 
code into paper tape and the adding machine accumulates 
a total of checks and a total of deposits in the machine. 
These totals are compared with the result of the proof 
machine totals after all the items have been entered. 

If the two machine totals agree, the punched paper is 
taken from the punch and threaded into the electronic 
tape reader. 

If an error is made in punching the items in the tape, 
a notation is made on the adding machine tape. These 
errors are corrected manually upon completion of the 
run. 

The monitor places the statement-ledgers for the cor- 
responding control group on the ledger feeder and raises 
the shelf to the proper feed level. The system is started 
and the monitor returns to her other work. 

The automated Post-Tronic system then reads the first 
account number from the paper tape and starts to search 
for the ledger-statement bearing the corresponding num- 
ber. When the correct form is inserted in the Post-Tronic, 
the machine updates the statement and ledger and devel- 
ops a new balance. 

The updated entries are printed on the face of the 
form and stored magnetically on the back, so that the 
entries are legible to both the operator and the machine. 


Comparison Made 


When all the items in the tape have been entered, the 
operator checks the total accumulated in the Post-Tronic 
against the adding machine totals previously obtained. 
If an error is indicated, a side-by-side comparison of one 
of the adding machine tapes with the Post-Tronic journal 
tape quickly shows it up. 

Special bins in the automatic ledger feeder are pro- 
vided to enable the Post-Tronic to cull out the overdrafts. 
As the ledger-statements are ejected, the “good” accounts 
go into the upper bin and the overdrafts go into the lower 
bin. 

At the end of the run, the operator takes the overdrawn 
ledger-statements from their bin, manually reverses the 
overdraft entries in each account and then enters all the 
overdrafts in a special cross-entry account. 

The checks are then returned to the proof department 
and from there they are returned to the customers. Corres- 
ponding deposits are credited to the special cross-entry 
account to balance it. 

This run is completed for all 5,000 accounts in five to 
six hours each day. 

The system also runs automatic trial balances on the 
5,000 accounts whenever necessary at the rate of 2,000 
accounts an hour, and the system handles balance trans- 
fers at the rate of 1,000 an hour. 

At the Madison Bank, the Post-Tronic has freed two 
people to handle other work in the department. END 
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To set up the automated Post-Tronic system, the 
operator threads the paper tape in the photo-elec- 
tric paper tape reader and places the statement- 
ledgers for the corresponding book control in the 
ledger feeder. The number of the book control is 
displayed in the reader window so the monitor 
can make sure that tape and statement-ledgers per- 
tain to the same accounts. 




























As the checks in a batch are listed on an adding 
machine, the account number verifier (next to 
the adding machine) tests the validity of the ac- 
count numbers and the paper tape punch auto- 
matically captures the entries in paper tape. The 
punched paper tape is then used to activate the 


Post-Tronic system. 
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ACCOUNT NUMBERING—How, Why, Whether 


Citizens Banks is now using nu- 
meric proof on its five conventional 
bookkeeping machines. Here’s how it 
works: 

Checks and deposits are posted dur- 
ing a separate run. When posting, the 
operator picks up the last four digits 
of the account number from the check 
or deposit, which are entered into the 
machine as a plus figure in the first 
column on the journal. 

The operator locates the appropri- 
ate ledger sheet and picks up the 
proof balance (which represents the 
total of the account balance plus the 
last four digits of the account num- 
ber) which is entered in the machine 
as a minus figure in the second jour- 
nal column. 

At this point the operator inserts 
the ledger sheet to the proper posting 
line and picks up the account balance 
which is entered on the machine as a 
plus figure in the third journal 
column. 

If all amounts have been entered 
correctly and the proper account se- 
lected, the machine will print zeros 


in the fourth column of the journal. 
If zeros are not the result, the opera- 
tor knows that an error has been 
made and rechecks each step before 
continuing. 

Checks or deposits are then posted 
in the usual manner. The new proof 
balance and account balance are 
printed on the ledger automatically 
after the operator posts the last item. 


Terminal Digit 


Another intermediate advantage 
that may accrue from account num- 
bering, even though automation is 
not immediately contemplated, is that 
either numeric proof or a semiauto- 
mated system provide a “natural 
bridge” to further automation, Mr. 
Byerly said. 

Advantage may also be taken of 
“terminal digit” filing methods, 
which utilize the last digit on an ac- 
count number to maintain ledgers or 
files of equal size. This is possible 
because terminal digits are equally 
distributed. 

Mr. Byerly suggested that account 




















FIGURE 1 
Category Number of Accounts 
Ue NINN aes ee as Sy he 600 
Regular personal accounts ..................... 5600 
ME Ne nL. 3000 
Public funds and other accounts 
requiring special handling ................... 100 
General ledger and other internal items ........... 700 
10,000 
FIGURE 2 
Numeric Numbers Number of Capacity 
Blocks Assigned Apparently Present Factor 
Category (First two digits) Available* Accounts (Approx. ) * 
Bus. accounts 00-09 10,000 600 16.7 times 
Reg. personal 10-49 40,000 5,600 7.1 times 
Special 50-79 30,000 3,000 10.0 times 
Public funds, etc. 80-89 10,000 100 100.0 times 
Gen. ledger, ete. 90-99 10,000 700 14.3 times 
100,000 10,000 10.‘ times 








*If a mod 11 check digit is used, available numbers are reduced by approximate- 


ly 9.1 per cent, as explained later. 
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numbering can be of benefit in check 
sorting, since reasonably unskilled 
personnel can perform numerical 
sorting whereas familiarity with sig- 
natures takes training time. He add- 
ed that there is no evidence to indi- 
cate that common methods of nu- 
merical sorting are much faster than 
alphabetical sorting. 

In spite of these advantages, nu- 
merical sorting can have its draw- 
backs, the Research Institute director 
cautioned. 

“Reliance upon account numbers 
for sorting, posting, and filing inad- 
vertently reduces the normal exami- 
nation and signature verification 
common to such processes,” he said. 
“This is solely because attention is 
concentrated on the account number. 
You should be aware of this fact and 
take adequate precautions against it.” 


Adapting the System 


Assuming now that you have de- 
cided to design an account number- 
ing system for your bank, let’s see 
how you can adapt the system rec- 
ommended by the NABAC Research 
Institute to your purposes. For fur- 
ther clarification, we will also see 
how a bank much smaller than Citi- 
zens Bank of Sheboygan is adapting 
the system. 

The Institute recommends a “six- 
digit block-numeric system” with a 
“mod 11, arithmetic progression” 
uniform check digit system. 

A typical account number for a 
personal account, as recommended by 
the Institute, will look like this: 

11 321 7 or 14 558 0 

The initial “1” indicates that the 
account is a “regular personal” ac- 
count, as would a “2,” “3,” or “4” 
provided they were in use. The next 
four digits indicate the serial or se- 
quence number of the account. Ac- 
count number 1] 321 7 is essentially 
the 1,32lst account in order (ex- 
cepting omissions due to the check 
digit system, which will be explained 
later). 

The final digit is the check digit, 
sometimes called the “redundant” 
digit. 

“The six-digit system is a fairly 
conventional usage of a ‘block-nu- 
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FIGURE 3 
Revised 
Annual Growth 
Net Net Annual Estimate 
Category 1951 1961 Growth Growth (Gross ) * 
Bus. accts. 400 600 200 20 50 
Regular accts. 4,600 5,600 1,000 100 500 
Special accts. none 3,000 3,000 300 500 
Public, etc. 100 100 -0- -0- 10 
Gen. ledger 700 700 -0- Sal -0- 
5,800 10,000 4,200 420 1,060 
Available Available Numbers Number of Years 
Numbers Less Before Numbers 
Category (Mod 11) ** Present Allocation Need to be Reused# 
Bus. accts. 9,090 8,490 170 years 
Reg. accts. 36,363 30,763 62 
Special accts. 27,272 24,272 49 
Public, ete. 9,090 8,990 899 
Gen. ledger 9,090 8,390 0. 
90,905 80,905 76 (average ) 











*Based on judgment as to recent trends and expectations. If both net growth and turnover of accounts are known, esti- 
mation of gross annual growth is facilitated. 
**10/1llths of the numbers “apparently available” in previous table, to allow for non-useable numbers in the mod 11 


system. 


#No estimate of accounts closed is included up to this point. In actual practice, closed account numbers may be assigned 


after an appropriate period of time. 


meric’ system,” Mr. Byerly said. “In 
other words, it is a straight numeric 
system wherein blocks of numbers 
are assigned for specific purposes or 
specific categories of accounts.” 

Omitting the check digit, Mr. Byer- 
ly explained, the first five digits pro- 
vide up to 100,000 numbers which 
would seem to be adequate for any 
bank not in the giant category. This 
is true even though in the process of 
allocating blocks of accounts and in 
constructing some check digits, a por- 
tion of these numbers is lost. 

To illustrate the method of alloca- 
tion of account numbers within the 
6-digit system, let’s suppose that your 
bank has the categories of accounts 
to encode as shown in Figure 1. 

Maximum growth and turnover of 
accounts can be anticipated in the 
categories of regular and special ac- 
counts. An initial test allocation of 
blocks of numbers can be made with- 
out any more scientific estimate of 
required expansion, as shown in fig- 
ure 2 provided by the NABAC Re- 
search Institute. 

“The allocation appears to be a 
rough one,” Mr. Byerly said. “Ac- 
counts could, of course, be allocated 
on the basis of their percentage of the 
total, but it is essential to maintain 
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the integrity of blocks of 10,000, 
since the block numbers identify cate- 
gories.” 

From the standpoint of anticipated 
growth and turnover, is the allocation 
adequate? By examining your his- 
torical records, you can construct a 
schedule similar to the Research In- 
stitute illustration shown in Figure 3. 

“An analysis of this type, supple- 
mented by your own judgment about 
the future growth of your bank will 
reveal that there is a wide margin of 
safety in the 6-digit system,” Mr. 
Byerly said. 

Citizens Bank has classified its ac- 
counts as follows, with the numbers 
following the account representing 
the first two digits of the account 
number block: 

General ledger—00; public funds- 
demand—01; due to banks—02; 
dealer reserve accounts—O3; trust 
funds—04; deposit of U.S. Govern- 
ment—05; official checks—06; sav- 
ings certificates—07; public funds, 
time—08; other time (future) —09; 
Dime-A-Time—10 to 39 reserved; 
employe accounts—40; personal ac- 
counts—41-79 reserved; business ac- 
counts—80 to 89 reserved and high- 
volume business—90. 

Citizens Bank does not have sav- 


ings in its numbering system, since 
it feels that savings will not be sorted 
with demand deposits. The bank uses 
a non-ticket savings system, in which 
only a passbook and ledger sheets are 
utilized. 


Using Fewer Numbers 


One way a smaller bank that does 
not need as many numbers can modi- 
fy the system is illustrated by the 
plan undertaken by Guaranty Bank & 
Trust Company of Cedar Rapids, 
Iowa. This is a 13 to 15 million dol- 
lar bank headed by President Van 
Vechten Shaffer, a member of the 
Bank Study Committee of The Inde- 
pendent Bankers Association and of 
the Trustee Board of the NABAC Re- 
search Institute. 

Mr. Shaffer’s bank plans to have 
its accounts processed by a local 
processing center. It is accepting the 
NABAC Research Institute number- 
ing proposal without qualification, 
Mr. Shaffer said. 

“But then, of course, we have no 
immediate use for 90,000 numbers,” 
he said, “so we took the numbers and 
broke them down according to our 
own needs.” 

The bank is using a total of 14,400 
numbers, which will meet any re- 
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This is Citizens Bank of Sheboygan, Wisconsin, which was designed 
inside and out under the direction of M. H. Gibson, vice president and 
cashier, with automation in mind. 


quirements it may have for a long 
time to come. The numbers are be- 
ing furnished to Mr. Shaffer’s bank 
by the NABAC Research Institute, 
which maintains a complete deck of 
punched cards containing 90,900 ac- 
count numbers. The check digit has 
been computed and added to each 
card. 

To fill Mr. Shaffer’s request, the 
Research Institute simply ran off the 
14,400 particular numbers desired by 
the bank on fan folded 3 x 5 cards 
and on two identical sets of paste-on 
labels. 

The bank’s present plan calls for 
numbering of special accounts only, 
which are being transferred to a 
punched card accounting system to 
be processed by the local EDP center. 


Generating Numbers 


There are a number of ways in 
which an entire account number 
structure, including mod 11 check 
digits, can be created or secured, Mr. 
Byerly said. 

One source, as previously ex- 
plained, is the NABAC Research In- 
stitute, which makes its supply of 
punched cards with the 90,900 ac- 
count numbers available to members. 
These can be sorted and listed in any 
appropriate way for Institute mem- 
bers by special arrangement. 

Mr. Byerly said other ways ac- 
count numbers can be created or 
secured include: 

1. Many equipment manufacturers 
maintain similar lists or cards that 
are available to customers. 

2. Punched card service bureaus 
can generate any system desired. 
Many of them maintain precalculated 
decks that can be reproduced for your 
use. 

3. If your bank has access to a 
tabulating installation including a 
punched card calculator or computer, 


Page 32 | 


the numbers can be generated readi- 
ly. Wiring diagrams are available 
from the NABAC Research Institute 
or from the equipment manufacturer. 

4. The numbers can be generated 
with a hand calculator. The work is 
time consuming and liable to error, 
however. 

When an account numbering sys- 
tem is being considered, Mr. Byerly 
said, there is often some tendency to 
make it serve too many purposes. 

“The rule should be this: The ac- 
count numbering system adopted 
should be as simple as possible, in- 
corporating no digits that do not im- 
prove the efficiency of item process- 
ing,” he said. 


Check Digit 


Now, what about that numerical 
watchdog—the check digit—referred 
to earlier? 

The check digit, a part of each ac- 
count number, is used primarily for 
verifying that a number has been 
transcribed correctly. 

“Although there are many ways of 
controlling the accuracy of manual 
encoding, the use of check digits is 
coming to be an accepted practice,” 
Mr. Byerly said. “There is not enough 
evidence of the likelihood of miscod- 
ing, nor enough studies of the kinds 
of miscoding errors that actually oc- 
cur in practice to support the mathe- 
matical furor that has surrounded the 
use or choice of check digit systems.” 

He described the check digit as a 
“reasonable” type of insurance 
against miscoding and is to be en- 
couraged. 

“No check digit system yet devel- 
oped will catch every error that is 
conceivable,” he said. “The number 
of misposts that may ‘get by’ an elec- 
tronic system in which a check digit 
system is operative normally will be 
far less than the number that now 


occur while posting from non-encod- 
ed media. 

“But the millenium of perfect post- 
ing does not lie in a theoretically per- 
fect check digit system. The system 
adopted should be evaluated in the 
light of its error detection capabili- 
ties, efficiency, compatibility with 
available processing hardware, and 
very likely compatibility with neigh- 
boring banks that may eventually 
consider a joint processing endeav- 
or.” 

The “mod 11—arithmetic weight- 
ing system” satisfies these require- 
ments, Mr. Byerly said. It catches 
more errors than the simpler “mod 
10,” and, for a 6-digit account num- 
ber, as many as the more time-con- 
suming “mod 11—geometric weight- 
ing system.” 


Principle 


The mathematical principle behind 
the check digit is this: 

Any number can be manipulated 
by the rules of arithmetic to produce 
a single digit known as a check digit. 
This new digit becomes part of the 
number to be used in verifying the 
transcription of the account. This is 
done by the process of repeating the 





Check imprinting at Citizens Bank 
of Sheboygan begins with the Friden 
“Flexowriter,” shown here operated 
by Frances Robinson of the bank 
staff. A card punching attachment 
stores the customer’s name and ac- 
count number on cards. When a cus- 
tomer orders checks, his card is re- 
moved from the file, fed into the 
Flexowriter and a paper printing 
plate for use in an offset press is pre- 
pared automatically. Imprinting is 
done on a small, A. B. Dick offset 
press, which the bank also uses for 
turning out some of its circulars and 
to print an employe magazine. 
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arithmetic used to create the check 
digit. 

For example, for an account num- 
ber such as 5 2 0 6 3 a check digit 
can be evolved by any one of several 
processes. In order to use the check 
digit for verification of transcription 
the same arithmetical process is re- 
peated and the result is compared with 
the original check digit. If the origi- 
nal check digit and the computed one 
do not correspond, an error is indi- 
cated. 

The term “modulus” or “mod” re- 
fers to the number by which the re- 
sults of a calculation is divided to 
arrive at a remainder. For example: 
222 divided by 11 equals 20 with a 
remainder of 2. The “modulus,” or 
divisor, is 11, and is a constant figure 
if a mod 11 system is used. 

If the remainder is 10, the number 
is unusable, since it contains a dou- 
ble digit. This occurs approximately 
every 11 numbers, resulting in the 
loss of about 9.1 per cent of the basic 
account numbers. 


Other Purposes 


The check digit, sometimes called 
the “redundant” digit, can actually 
serve a purpose other than account 
verification, under certain circum- 
stances. 

For example, Citizens Bank of She- 
boygan developed a system of desig- 
nating its branch offices by check 
digit. All numbers having a certain 
check digit are assigned to one office. 





Since check digits are equally dis-, 


tributed throughout the numbering 
system, this helps simplify the bank’s 
bookkeeping. 

Punched card account numbers 
were sorted down by check digit and 
listed. A master list was then avail- 
able to the head office bank, and in- 
dividual lists were printed for each 
branch. 

All numbers with a check digit of 
“1” are assigned to the bank’s Cedar 
Grove office; “2” is Sheboygan Falls; 
“3” is the Plymouth office and the 
numbers “4” through “9” are as- 
signed to the main office in Sheboy- 
gan. 

Another way in which the check 
digit can be used to serve a double 
purpose is through “terminal digit 
filing,” which was described earlier. 


Five-Digit System 


Mr. Byerly said for many small 
banks a five-digit system may be 
sufficient, bat if the five digits incor- 
porate a check digit, the system is 
quite limited. This is because the re- 
maining four digits permit use of 
only 10,000 numbers. 

Allowing for loss in the mod 11 
system, there remain 9,090 assign- 
able numbers, and an anlysis will re- 
veal that very little is provided in the 
way of expansion for future growth, 
Mr. Byerly said. 

“It is likely that a bank for which 
a basic 5-digit system is adequate 
(four digits plus a check digit) is apt 
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“And I say, my father’s electric brain can outsmart your father’s 
electric brain!” 
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to be one not in a position to utilize 
the check digit in a practical way. 

“Therefore, in the interest of fu- 
ture growth and possible compatibil- 
ity with other similar banks, if a five- 
digit system is seriously considered 
the check digit could well be dis- 
pensed with and the basic scheme of 
the six-digit system be adopzea other- 
wise.” 

The NABAC Research Institute has 
a list of usable five-digit numbers to 
which a mod 11 check digit can be 
added later if desired, he said. 


Research Necessary 


Mr. Byerly emphasized that what- 
ever account numbering system a 
banker may finally decide to use, the 
decision must be one that develops 
naturally out of the bank’s own ex- 
tensive research. Expert advice is a 
great help, but it must be adapted to 
the unique character of each bank, 
and no set of general principles is 
going to be enough to get the job 
done. 

Looking back on his experience 
with account numbering systems and 
the automation field in general, M. 
H. Gibson said the keystone of mak- 
ing such decisions “is nothing more 
or less than the element of thorough 
research. 

“Tomorrow’s successful bankers 
must do a better job of research— 
and this means a systematic search 
to a solution of a problem. Remem- 
ber; Dr. Salk didn’t set out to invent 
the Salk vaccine. He set out to find a 
cure for polio. 

“We must sit and talk and dream 
and think and look ahead and weigh, 
and these are not things that can be 
done behind the busy executive’s 
desk nor by the supervisor in the ac- 
counting department. 

“It must be done behind the scenes 
by those in your bank who have been 
assigned the responsibility and given 
the opportunity of spending the time 
that would almost seem to be wasted 
by those who do not have a forward 
vision. 

“Now is the time for the right man 
in your bank to determine that you 
are going ahead, either toward the 
field of automation or, more likely, 
toward the unglamorous approach of 
better utilization of the accepted pres- 
ent-day methods. Research is like a 
savings account in this respect—when 
you need it, it is too late to start.” 

END 
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Fear of IRS Policy Change— 





(Continued from page 12) 


FACT OR STRAW MAN? 


ment restores the provisions of 

the existing law; and the House 

recedes.” 

2. As a matter of legal interpreta- 
tion, the repeated re-enactment of the 
language of the present Section 265 
(2) over a long period of time in 
substantially unchanged form gives 
rise to the well-recognized legal pre- 
sumption that these re-enactments 
must be taken to mean that the Con- 
gress did not intend to change the 
traditional tax deductibility of inter- 
est payments by banks, even though 
the banks also received income from 
tax exempt securities. 

3. There is a substantial amount 
of legal authority over a period of 
years from both the Internal Revenue 
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“Come, come, Fenton, get a grip on yourself. 





Service and the Tax Court to sustain 
the full deductibility of interest pay- 
ments. Among these, $.R. 5128, IV-2 
Cum. Bull. 156 (1925) by the Inter- 
nal Revenue Service stated as a rule 
of general application that bank de- 
posits were not “incurred to purchase 
or carry” tax exempt securities. 

In Rev. Rul. 55-389, 1955-1 Cum. 
Bull. 276, a taxpayer borrowed money 
for the purpose of refinancing indebt- 
edness, obtaining working capital and 
financing plant expansion. Thereafter, 
he found that he would not need all 
of the borrowed funds at once, and 
he invested a large portion of the 
funds available in tax exempt secur- 
ities. 

The Internal Revenue Service ruled 
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the drive-in window, women drivers notwithstanding!” 
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that the predecessor section to the 
present Section 265 did not apply, 
regardless of the investment made in 
tax exempt securities, because the 
original borrowing had been made 
for valid business purposes and not 
for the purpose of purchasing tax 
exempt securities. 


Not To Penalize 


Opinions of the Board of Tax Ap- 
peals, predecessor of the present 
United States Tax Court, also support 
this conclusion. In R. B. George Ma- 
chine Co., 26 B.T.A. 594 (1932), the 
taxpayer received and continued to 
hold certain tax exempt securities in 
payment for a sale of goods. Later, 
to obtain operating capital, the tax- 
payer was forced to borrow. The 
Court held that the predecessor sec- 
tion of the present Section 265 did 
not apply, because the purpose of the 
borrowing was to meet the Company’s 
operating requirements and not to 
carry tax exempt securities. The Court 
said: 

“The statute was manifestly 
designed to prevent the purchaser 
of tax-exempt securities from de- 
ducting interest paid for bor- 
rowed money, which money was 
used to acquire securities the in- 
terest on which may not be taxed 
by the Federal Government. It 
was not intended to penalize 
business or to deny to it the right 
to deduct interest paid for bor- 
rowed money, which money was 
used for the purposes of carry- 
ing on its regular functions.” 
Other decisions support the prin- 

ciple of this case. Sioux Falls Metal 
Culvert Co. 26B. T.A. 1324 (1932) ; 
Bernard H. Jacobsen, 28 T.C. 579 
(1957). 


Prediction 


At the present time, no one should 
too readily assume that the action of 
the revenue agent in the field neces- 
sarily represents a new Treasury poli- 
cy in Washington, or that, if it did 
represent Treasury policy in the im- 
mediate past, it represents that policy 
today. At this time at least, it seems 
reasonably safe to predict that banks 
will continue to be permitted to de- 
duct in full their interest payments 
on time deposits. END 
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AND A HAPPY NEW YEAR! 










The passing of the year brings satisfaction in knowing that we have 
been permitted to work with our more than 400 Correspondents and 
Independent Banker friends. 

We hope to merit your continued friendship and good will and to be 
worthy of the trust you place in us. 
May this Christmas be a happy one and the New Year bring the 


realization of your greatest ambitions. 
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is supported by a strong foundation! 


The outstanding performance of the NCR 315 is based on a strong 
foundation of vital back-up and support. This new generation computer 
exemplifies the same back-up and support provided by NCR in all 
areas of data processing. Standard programs... from scientific routines 
to common English translators . . . to reduce programming time and cost. 
Professional instructors to provide complete customer training. Trained 
specialists to assist in system and site design. Preventive and correc- 
tive maintenance to maintain your NCR equipment in top operating 
efficiency. All provided with the 315... all backed by a company with 
77 years of experience in the office equipment business. 


Investigate today! Call your NCR representative, a trained 
systems consultant, or write: Electronic Data Processing 


Systems and Sales, Dayton 9, Ohio. 
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